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SOCIAL PHILOSOPHY AND THE 
WAR OF THE FAITHS” 


BY H. M. KALLEN 


I MUST begin by letting you in on a secret. I can probably share 
it with you without exposing my soul to the inquisition of any 
Congressional un-American committee, or my character to a 
McCarthyist auto-da-fé. The secret is that even philosophers who 
take life as philosophically as may be sometimes don’t sleep at 
night. Often, when they don’t, and if they don’t render them- 
selves wider awake by struggling to sleep, but let the mind wander 
as it will, their reveries compose into a single vision the most 
unrelated things in the strangest ways. The compositions demote 
the laws of thought into a droll fantasy, and the rational order of 
nature and discourse into pleasing masks or arduous realignments 
of the harsh disorders of hidden chance and fiat, now openly com- 
pounding into their unforeseeable consequences. 

One such composition that keeps coming back—not alone dur- 
ing the wakeful hours of the night—unites Shakespeare’s Hamlet 
and the free world of today. Hamlet, you will recall, was a com- 
bination of aboulia and compulsion. ‘There were actions that he 
didn’t want to take but took, and actions he knew he needed 
to take but couldn't bring himself to take. He presents an 
agonized conscience uttering an uncommitted will. The uncer- 
tainties of the future scared him, and the certainties he clung to 
hurt him. He bodies forth the true conservative, who prizes the 
ills he knows rather than risk them on the hope of an unknown 
good. He lived fearing death, yet feeling life intolerable and 
knowing that death must come. Like all authentic conservatives, 


he did whatever he did because he had to, not because he chose to. 


* Epirors’ Norre—This essay is based on a lecture delivered by the author on 
the occasion of his inauguration as Research Professor in Social Philosophy at the 
New School for Social Research, January 28, 1953. 
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His actions were reactions to occasions, not creations of occasion; 
they were experiences of drift, not performances of intention. 
Hamlet was no master of circumstance. In an existentialist 
calendar of saints he should rank among the holiest. 

Only at the point of his duel with Laertes is Hamlet's agony 
dissipated and the integrity of his will restored. Remember: he is 
sadly discussing the prospective contest with his friend Horatio, 


who urges him to call it off. But Hamlet refuses: “... we defy 
augury ... If it be now, ’tis not to come; if it be not to come, it 
will be now; if it be not now, yet it will come: the readiness is all; 
since no man has aught of what he leaves, what is't to leave 
betimes?”’ 

The fatality of Hamlet’s personal history was his unreadiness— 
his inability swiftly and skillfully to bring vision to works and 
insight to action. He was not a thinker without courage; he was a 
thinker without decision. His temper was one of indetermination 
and anxiety. His courage was the courage of a counter-fighter, apt 
at resistance, inept at initiative. If readiness had been his when 
his tragedy began, it would have been no tragedy, no total debacle 
of all he loved as well as all he hated. His career might have 
reached consummation in the fellowship of his friends and lovers 
sharing an honester and freer way of life. 

Now the utterance of our free world, the expression of its 
representative voices, and the conduct of its affairs keep suggesting 
the mood and mind of the hesitant Dane. All project the senti- 
ment that these times, our times, are out of joint, and that it is 
our cursed spite that we were born to set them right. Certainly, 
we could do it well enough. We know what is right, and all we 
need is a free hand, or else the agreement of everybody else to join 
us in doing it our way. 

But alas, not we, not anybody else, gets a free hand, and nobody 
wants to do anything in any other way than his own. Everybody 
has his own certainty about how to set the times right, and nobody 
feels that he can compromise his own certainty by regard for 
another's and be safe. Each tends to invoke his own as a veto of 
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the others’—and believes that he may, because of right and not of 
might, like the USSR in the Security Council of the UN. 

Look to any region of the globe you please, or over the whole 
globe, and you observe impacts upon one another of peoples, 
cultures, faiths, institutions, castes, classes, each absorbed in keep- 
ing its own lifeways and powers unchanged by variation and 
diversity from within, and unresponsive to the impacts from 
alternatives without. Each, so far as it dares, resorts to vetoing 
the other. Each lays claim to self-evidence for its own uniqueness 
of dignity and worth; each pretends to an exclusive sovereignty, 
demands to be let alone to do what it pleases, and justifies the 
demand as its right to freedom from “interference in its internal 
affairs." Whether you contemplate the impact of race on race, 
“the meeting of the East and West,” the encounters of church and 
state or religion and science, you hear each claiming submission 
and service from the others as of right and not of grace. 

You find the elite of great populations and the ruling hier- 
archies of worldwide establishments turning to science for cure in 
sickness, for feeding in hunger, for shelter in exposure, for swift 
nearing of the remote, for instant presence of the absent. You 
find them using the sciences and arts of medicine, agriculture, 
engineering, and communication as if sure of their underlying 
principles and overt performances. And you find them at the 
same time denouncing the scientific spirit because of these very 
services, in whose extension they see a threat to their station and 
privileges. They attribute to scientific determinism the materi- 
alist fatalism which they say supplants the providence of God, and 
the age of faith by the atomic age. At ease in the power, the com- 
fort, the safety of industrialized culture, using the mighty agencies 
of outcry it has devised, they decry that culture as wilderness and 
call: “Repent, return, be cleansed of the bloodguilt which science, 
and only science, has laid upon you!” 

In the outcries that resound among the peoples you experience 
a mood of bewilderment and frustration, a tension of personal 
energies blocked off, of social action arrested. You become aware 
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of a widespreading anxiety. The greatest beneficiaries of science 
and its works live most in dread of them. If their age is the 
Atomic Age, it is by the same token even more the Age of Anxiety 
that a poet once called it and that even people who don’t read 
poetry took to calling it after him. 

How can the age free itself from the predicament of which 
anxiety is the effect? How harness atomic energy to creation and 
prevent it from destruction? Where and how can salvation be 
won from the worst of all forms of man’s inhumanity to man? 

True, free men, using their reason freely, do suggest that the 
beginning of salvation would be research into the causes of the 
evils that keep the times on the anxious seat. They crave to make 
sure that the anxiety is as authentic and as widespread as its saints 
and prophets say it is; that the causes truly are the persons and 
potencies they attribute it to. Before deciding on a cure, they 
would urge making as thorough a diagnostic study as the case 
permits of the sickness, of its alleged springs, and of the cures 
already attempted and proposed. But the clamor grows that time 
is of the essence, that it is later than you think, and that above all 
the heart, that higher organ of a higher reason, so highly cele- 
brated by Blaise Pascal, has reasons that the reason cannot know. 


I 


We inquire, then, hopefully, wishfully, regarding those reasons of 
the heart. But it turns out, alas, that if heart and head are incom- 
mensurable, heart and heart are more so. Anxiety, inhibiting 
action, speeds up and diversifies imagination. Upon the dark 
screen of the future it projects images, doctrines, and disciplines 
whereby, willy-nilly, mankind shall have salvation from the inner 
conilict which projected them. And in so far as their projection 
relaxes the tensions of the conflict, they do save. But far more 
follows than this purgative relief. Its forms and formulations do 
not figure solely as soliloquies which may or may not be overheard. 
Anxiety does not keep itself to itself. It must communicate, it 
must share, and it must be believed as well as heard. The older, 
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customary, traditional, established professions, practices, and 
images do not suffice: something is added, if but newly to confirm 
the older reassurance. 

Anxiety not only intensifies, it diversifies and multiplies, 
religions. In the United States, for instance, the traditional 
churches have not in generations counted so many new professors 
of the faiths, nor such extensive and planful structures, with so 
many different functions and activities. Orthodoxies seem 
renewed, stronger as well as unshaken. In addition, new creeds 
and codes, ranging from “The Great I Am” to “Evolutionary 
Humanism”’ proffer new gospels of salvation, while in the older 
faiths new cults proclaim themselves, like that of “Our Lady of 
Fatima,” currently being exploited among Roman Catholics. 
There is hardly a center of human habitation where uneasy 
fellowships of the faiths do not confront each other, each with a 
trait claimed to be uniquely and infallibly salvational, to demand 
that mankind should abandon all other lights and follow theirs. 
As sanction of their demands, some can produce no more than 
their faith in the authority of their word and the potency of their 
works. Others can invoke the antiquity, power, and wealth of 
sacerdotal organization, the favor of governments, and the fear of 
peoples. Still others have at their disposal also mighty economies 
of force and fraud. Those who lack it aspire to, those who have 
it fight to hold, this last summa of salvational power. 

In view of the record, the Atomic Age could as well be called 
the Age of Faith as the Age of Anxiety. 

Yes, usage does tend to restrict the terms “faith” and “religion” 
to creeds affirming otherworldly and somehow personal powers 
for which the commoner terms are “God” and “Devil.” But true 
believers overrule this restriction. Any system of thought and 
action may be transvalued into a religion by an act of faith. 
Positivism, Confucianism, Taoism, Secularism, Socialism, Anarch- 
ism, Communism, Fascism, Nazism, Falangism, Pan-Slavism, Pan- 
Germanism, Pan-Arabism, Scientism, figure as religions no less, 
and on occasion much more, than Islam, Brahmanism, Buddhism, 
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Parseeism, Bahaism, the Judaisms, the Protestantisms, the Roman 
and other Catholicisms, or Voodoo. Each proffers a doctrine and 
a discipline that its apostles preach and perform. 

Their doctrines set forth accounts of man’s origin, nature, and 
destiny; accounts of the world man is born into and dies out of. 
Their disciplines direct what man must do while alive in order 
to live well or be happily remembered, after he is dead; they 
define good and evil and right and wrong and prescribe how to 
accomplish the one and avoid the other. ‘The doctrines may trans- 
value the most trivial act of the daily life into a cosmic event of 
critical significance. For the true believer they effect a transub- 
stantiation such as the Roman dogma of the Real Presence works 
on the flat and tasteless bread of the actual communion wafer. The 
doctrines convert the thing, or the relic, or the corpse such as 
Lenin's, or the live man such as the pope of Rome, the living 
Buddha of Tibet, the thousand divine Mahatmas of India, the 
Vozhd who is the word of dialectical materialism walking on earth 
in Moscow, into Thisworld’s visible vessels of the Otherworld’s 
mana. ‘To the true believer they are the natural ports where 


supernatural reality enters natural appearance, and the elect agen- 
cies through which the Otherworld shapes Thisworld to its 


providence. 
The words which tradition applies to this transfusion of the 
miracle,” “‘magic.” All 


o, 46 a” 46 


Otherworld into this one are “mystery, 
signify the reasons which the heart has that reason cannot know. 
They apply alike to the Dialectic of Matter and the Logos of 
Spirit. 

Now, when a person commits himself utterly to any one doc- 
trine and discipline, those of the head no less than those of the 
heart, when he bets his life on tiem, trusting them even though 
they siay him, he has taken them for his religion. Taking them 
so is an act of faith. The prehension transposes whatever the 
believer believes into the substance of that which he hopes for, the 
evidence of that which he yearns to, but cannot, see. It renders 
the audible sounds and visible persons and tangible things sacred 
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to him. It reshapes his attitude toward them into reverence or 
awe or supplication. They are his avenues to the Unseen Powers 
that created and can destroy him, and his right means of truly 
attaining Good and escaping Evil. Whatever his persuasion, 
Buddhist or Baptist, Catholic or Communist, or what else you 
will, he seeks their favor and would avert their disfavor with the 
rite and rote, with the prayer, praise, and freewill offerings, with 
the processions displaying their ikons and banners, and with the 
vessels and vestments he believes must open the mysterious ways 
in which they move their wonders to perform. 

A believer signifies his faith through any and all of the per- 
ceptual things and thoughts and actions his doctrine prescribes 
and his discipline employs. The thoughts are often the abstract 
and recondite terms of some philosophical system on which he 
bets his life. Believers are true believers mostly as they bet their 
lives, and it is the bet which establishes whatever they bet on as 
the critical turning point toward survival or extinction. No 
necessary connection can be demonstrated between the saving 
gospel and the method of production or the state of the industrial 
arts or any other postulated ground—only between the gospel and 
the faith which renders it gospel. ‘True believers tend to appraise 
alternative gospels as endangering survival or threatening extinc- 
tion, and automatically wage war against them, setting their 
unconditional assent or unquestioning degradation as the price of 
peace. For the true believer's survival there can be one, and only 
one, true faith. Inasmuch as other believers manifest a similar 
particularism, there goes on an unceasing war of the faiths. 

As a cold war, this is universal and endemic. But in 1914 it 
again received a great access of heat in Europe. By 1917, Com- 
munism, which for a generation had been the faith of a furtive 
and futile Socialist sect, was exalced by the Bolshevik seizure of 
power in Russia to the status of a potent metaphysic of salvation 
with catholic pretensions. Its theologians—in communese, “theo- 


reticians’’— derogate as ‘ideologies’ other gospels than that for 
which they produce their apologetic, and among intellectuals this 
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word has practically won the struggle to retire the word “faith” 
from use. Bolshevism became a well-heeled and well-armed mis- 
sionary religion seeking converts among all the peoples of the 
world. Fascism, Nazism, and Falangism followed, their princes 
and prophets emulating the global aggressions and manoeuvring 
for the totalitarian authority of the Communists. 

Whatever their hierarchies may have felt for each other, they 
were at their totalitarian one in enmity to the unhierarchical 
democratic faiths. These the newer cultists attacked in Germany 
as in Italy, in Spain as in Czechoslovakia, in Finland as in Mexico, 
in Great Britain and the United States as in South Africa. For 
the greater glory of their church-state and their faith, so that they 
might bring the solace of their salvation to suffering mankind, the 
cultists readily formed alliances and signed concordats, and even 
more readily broke them; they invoked ancient and honorable 
precedent for slaughtering innocence, betraying goodness, exploit- 
ing guilt, and practicing deception, kidnapping, and mayhem on 
the folks at home and the foe abroad. Their hearts had reasons 
that the reason could not know. 

To men and women with habits of mutual respect and trust, to 
societies where the freedom of the mind had the protection of the 
laws, where treaties were solemn undertakings scrupulously per- 
formed, where deception was dishonor and cruelty crime, the ways 
and works of the totalitarians were too monstrous to be credited. 
Many regarded -the tales of them as malicious inventions of inter- 
ests afraid of the Bolshevik or Nazi kingdom of heaven on earth. 
Persons in free societies conspiring to turn those societies into 
similar utopias encouraged and bolstered this error as truth. Only 
slowly did the tolerant and kindly spirit of the freer world recog- 
nize the tales for true tales, told without anger in sorrow and 
disillusicn. 

The awakening to the betrayals and horrors of the Communist 


utopia was more reluctant, more unready, and took longer than 
the awakening to Hitler’s Kampf against mankind. For the 
Socialist gospel according to Marx interwove libertarian aspira- 
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tions and philanthropic sentiment with its bitter but righteous 
anger against oppression of the many by the few. Those who 
believed in it could not readily be brought to acknowledge that 
the Lenino-Stalinite invocation of it but perverted and betrayed 
it. They thought of the Russian Revolution of 1917 in the image 
of the American Revolution of 1776, and of the foes of the Soviet 
in the image of the foes of the United States. Their unreadiness 
gave opportunity to such an infection of the works and ways of 
free society by the attitudes and activities of the unfree that the 
protection of the people’s liberties at home is permitted to per- 
sons, means, and methods which subvert the liberties they purport 
to defend. 

This state of affairs at home breeds anxiety on its own account, 
which reenforces those bred by both the inimicai and uninimical 
sovereignties abroad. The free world’s condition is a Hamlet-like 
predicament. The present climate of its culture is an exhalation 
from this war of the faiths. George Santayana had noted it, 
already when Western man waged the first war “to make the 
world safe for democracy.” ‘“The world,” he wrote in 1936, in 
The Last Puritan, “is full of conscript minds, only they are in 
different armies, and nobody is fighting to be free, but each to 
make his own conscription universal.” 


Il 


Now there is an ancient and honorable prejudice that the antidote 
to all such conscriptions is philosophy; that to be a philosopher 
is the same thing as to be a free mind. Like all prejudices, this one 
too can be justified on occasion. But the occasions are far less 
frequent than one would like to think. In essence, also this 
prejudice hardly ever deviates into the comnany of truths. 

But when it does, the occasion is exciting. Plato, for example, 
had a moment of truth even when he was arguing the foregone 
conclusion nicknamed platonic idealism. The Republic in one 
place (v, 475) describes the philosopher as a person “‘who has a 
taste for every sort of knowledge and who is curious to learn and 
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is never satisfied.” But this is a passing view, taken with a back- 
ward look to the times when the philosopher was a sage or wise 
man—that is, a man of action whose role in his community was to 
illuminate policy by knowledge of its near and far conditions, and 
to develop the knowhow which enacts such knowledge into an art 
of living. The wise man was the doer who could stop, look, and 
listen in order to do well and do better. This is still wisdom—an 
art of living animated by curiosity, seeking alternatives of per- 
formance and advance, never accepting any as a sure thing, but 
serenely risking vision in works, and betting on the consequences. 
To be wise is thus to acknowledge the uncertainties of foresight 
and the hazards of decision in the cultivation of a people’s civiliza- 
tion or a mind’s growth. Wisdom confronts problems without 
exclusive commitment to any sole solution. It is the art of using 
science to achieve progress and attain excellence; it is the fear 
of the Lord converted into the loving service of man. 

The Greeks might be said to have entered into wisdom when 
they challenged the commitments of custom and folkway, rite and 
rote, made by the fathers for their city’s salvation from gods and 
men. ‘Tradition brings Socrates as one great avatar of this wis- 
dom, and the socratic method as a signal example of the practice 
of it. I agree that there is a phase in Socrates’ personal history 
when this is true—the phase which Aristophanes so savagely 
laughs down in The Clouds. This was the phase when Socrates 
asked his questions honestly, because he didn’t have the answers. 
Socrates was then the sage. But a time came when Socrates asked 
questions not because he didn’t have the answers but because he 
did have the answers, and was certain that only his answers could 
be true answers. Thereafter Socrates became the original of the 
platonic idea of the philosopher which history embalms and the 
schools celebrate—the seeker, because already the possessor, of the 
eternal and universal which is always and everywhere one and 
the same; the lover, so Plato tells elsewhere in the Republic (vi, 
485), of “the unalterable,” ordaining a discipline in harmony 


with it. 
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This notion of what the philosopher must have a care for 
abandons wisdom for contemplation and for the philosophy which 
scholars learn and professors profess. It is expressed in systems of 
discourse whose dialectic sets forth the argument of a foregone 
conclusion. Overtly or covertly these systems begin with the 
conceptions of value and existence, of man and nature and destiny, 
which they purport to discover. They assume in their proofs the 
first principles they offer to prove. Like the imaginative composi- 
tions which the business and desires of a painter lead him to shape 
from what he sees and hears, philosophic systems are shaped from 
the data of the known world into “authentic” portraits of the 
world unknown and unknowable. Whatever else they may be, 
they turn out, on examination, to be articles of faith composed as 
a discourse of reason, with the remotest relations to the adventures 
toward discovery experienced by a free mind inquiring at some 
frontier of the human enterprise. They belong with the creeds 
whose validation is the faith of whoever believes in them; their 
affair is to be the ideology of the philosophic school which 
preaches them. If they differ from the creeds of cults and 
churches, or the ideologies of castes or classes or other configura- 
tions of interest, they differ in that their relation to a group's 
struggle for survival appears less hazardous. As a competitive 
enterprise, this type of philosophy is more like sport than business, 
more like art than religion; its analogies with chess and bridge are 
more than poetic. It enables what Santayana has called “a sort 
of sporting fellowship even among opposite minds.”’ 

This is no mean achievement, even if the members of the 
fellowship have long since become an academic company of 
specialists keeping themselves to themselves. Although their 
systems purport to span all that is or can be of reality and appear- 
ance and good and evil and right and wrong, they continue to be 
ancestral mysteries which the initiate transmit to the uninitiate 
of the cloister, the classroom, or the lecture hall, uncontaminated 
by the exigencies of today’s forum, market place, and battlefield. 
This keeps the systems a body of virginal knowledge, all its con- 
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ceptions immaculate, which its professors can pass on intact and 
ineffable to their captive audiences. 

Where professing philosophy becomes anything else than this 
conservation and transfer of its virginal body, it does so by a 
centrifugal division and fragmentation analogous to the division 
of labor and the fragmentation of operations elsewhere. The 
products of the process are not only the familiar specialties of 
metaphysics and logic and ethics and aesthetics and epistemology, 
each an independent discipline with its own constitution of pre- 
conceptions, words, symbols, and meanings. For the fission is 
unceasing, and division and specialization keep multiplying the 
philosophic disciplines, each new one more limited, more isolate, 
and more barren than its predecessors that it fights to displace. 
This happens, perhaps, because at the same time communal inter- 
ests, concerned to find wisdom, move one after another away from 
the vital center of the philosophic enterprise, willy-nilly seeking 
to establish themselves as free and independent disciplines, vital 
centers on their own account. Natural and social scientists are 
apt to belittle or to patronize philosophy, either unaware or for- 
getting that philosophy had been the matrix of their science and 
soon or late becomes its climax. Among them, too, the fission is 
unceasing; singularities of diversification, competition, and isola- 
tion multiply. 

At intervals philosophic systems similar to Comte’s or Spencer's 
are produced by a kind of encyclopaedic ingathering of the dis- 
persed. They draw up a cosmic balance sheet in the form of a 
science of the sciences. A recent adventure in this direction has 
been the International Encyclopedia of Unified Science, an enter- 
prise postulated on discarding the great tradition of philosophy 
and having nevertheless a sinistral kinship to the mediaeval sum- 
mas. The kinship is without such stain among the hierarchical 
scholasticisms of mathematical logic and the verbal “‘syntopicons” 
of cultural salvation recently marketed. The great tradition, 
meanwhile, carries on through spokesmen such as Croce, Husserl, 


Bergson, Russell, and their aficionados. 
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But au fond these are tangent, not central, to philosophy as an 
academic occupation. Look at its practice anywhere in the United 
States, and you see that the meaning of the word “philosophy” has 
been thinned and narrowed. If those who profess it do not simply 
reproduce for the living of their times the views and judgments 
of the dead of other times, they work like the technicians of some 
scientific laboratory at what has now come to be known as analysis. 
They practice a mathesis of signs and symbols, semantic disputa- 
tion, minuscule readjustments of symbolic sequences, and other 
modes of axiology, semantics, syntactics, semiotics, or, as some say, 
neurotics, and even psychotics. Their goal is to tell something so 
precisely that what is told is reduced merely to the act of telling— 
vox, et praeterea nihil. Or, if their faith is not “analysis,”” they 
commit it to a scholasticism of value and valuation, and become 
technicians of “‘value theory,” producing hierarchical construc- 
tions similar to the productions of the analysts. That, like the 
Lowells and the Cabots, they talk only to one another or to God, 
exalts their mystery into a mastery upon which the innocent pro- 
fane look with reverent envy—but will not bet their lives. 

Since depth is often indistinguishable from opacity, since most 
of us have learned from our religions that a revelation cannot be 
a revelation if it be not something that does not mean what it says 
or say what it means, if it do not require translation and inter- 
pretation, analysis and value theory stand secure as consecrated 
divisions of the philosophic profession. For their practitioners, 
too, the heart has reasons that the reason cannot know. 


Ill 


But even philosophers have not yet learned to live by philosophy 
alone, however circumscribed. So most of us are professors prac- 
ticing a profession. Philosophy serves us far more as the neces- 
sitous matter and means of earning our livings than as the force 
of freedom and fulfilment in living our lives. The exigencies of 
our culture require the professor to be a doctor of his subject— 
that is, to have his mind rightly indoctrinated to the satisfaction 
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of other professors of the orthodox learning composing his pecul- 
iar discipline, and to show himself more or less expert in public 
rehearsals of its doctrines. Nowadays the word “professor’’ is 
used to signify not only a teacher in an institution of higher learn- 
ing, or any kind of learning, but also any person pretending to 
expertise in any field, from shoeshine to moonshine. By first 
intention, however, “professor” denoted a believer who publicly 
and freely confessed his faith. We still speak of this or that person 
as a professing Christian, a professed Communist, and the like. 

But we use the word “‘professor” and its variants to intend, even 
more than faith, a calling with its body of knowledge and rule- 
book of skills. The professor of a profession is regularly imaged 
as the possessor and reproducer of an unchanging past, rarely as 
one who discovers or projects or invents and produces changes of 
the future. The image is more reliable for professors of philoso- 
phy than of the arts and sciences, and of religion than of 
philosophy. Affirming, each in his own way, whatever is to them 
variously always and everywhere the same, they practice, by means 
of their philosophic systems or religious creeds, devaluations of 
change and liquidations of time. Where their universalism, their 
eternalism, holds to tradition, they stop at a past with no future; 
where it is radical, they affirm a future with no past; while their 
common present is a Now of no duration. At either extremity, 
the speedier the movement, the completer the standstill; the finish 
is at the start, and the conclusion in the premise. How, then, can 
their philosophic communications be anything but the repetition 
of sames, their research anything but the continuous retracing of 
an identical course and the repetitious uncovering of an eternally 
naked Truth? 

This de jure implication of the logic of eternalism and uni- 
versalism never receives explication de facto. The story of philoso- 
phy points a different moral. In that story the vital, the efficacious, 
the precious forces are the differences by whose free interplay 
communication is established and perfected; in whose trackless 


pursuit, discovery, or invention research consists. It is from dif- 
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ferences that philosophy grows, by differences that it lives, through 
and for differences that it makes a history and maintains a profes- 
sion. What is the history of philosophy if it is not the narrative 
of a continuing creation, confrontation, struggle, adjustment, and 
multiplication of philosophic differences, new ones always appear- 
ing to give new turns to a human enterprise which, whatever else 
it be, began and goes on, because of difference, as a social enter- 
prise, sustaining itself through time and changing as it does so? 

It is because philosophy is such an enterprise, alike for those 
who would change it and those who would not, that the profes- 
sion of his calling by its professor is never enough, even where 
men’s minds are denied freedom, and free trade in ideas is for- 
bidden and fraught with danger and death. Even where seeking 
the different is a sin against some sacred cow of faith, the professor 
will seek it and proclaim it and be persecuted and purged for his 
research. In free societies seeking the different is an indispensable 
supplementation to repeating the same. In free societies research 
is the professor’s duty even when it isn’t his pleasure. His com- 
munity values discovery or invention of the new more highly than 
communication of the old. However successful a professor may be 
in professing, he is still a ‘mere professor.” But once he is believed 
to be engaged also in research, his rating goes up. 

Until very recently it was an unquestioned convention of the 
academic community that a great scholar need not be a good 
teacher; “‘professor” had largely ceased to mean public expositor 
of an unchanging body of doctrine or free avowal of a system of 
finalities always and everywhere the same. It has come somewhat 
more to mean the mind aware that such finalities are only boun- 
daries set by faith, not fact, and thrusting beyond them; to mean 
the pioneersman of the intellect, keeping the body of knowledge 
alive by unceasing inquiry at the frontiers of its spirit. Research 
has come to mean the art of inquiry, the imagination that invents, 
the workmanship that employs, the vision that directs the use of 
the tools and methods of the inquirer crossing the frontier. 

During the First World War, when the New School was 
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projected, these newer meanings of “‘professor’’ and ‘‘research” 
were themselves still at the frontier of usage. One may in all 
humility recall that it was to advance the frontier so as to include 
and naturalize them that the New School for Social Research was 
instituted. The faith which it embodies, the vision it commits 
itself to, betting its life on the outcome, is a social philosophy. 
The faith’s endeavor was to work out a social philosophy of 
another kind than the ideologies of the war of the faiths. Its 
dynamic is an attitude, a stance of the mind, not a creed and a 
code. The substance of what it hopes for is no static configuration 
of doctrines wherein rationalization is set up as rationality. The 
evidence of what it does not see is neither logical correctness nor 
formal consistency. From the latter it appeals, for evidence that 
can be trusted, to works and consequences. From the former 
it appeals to the plasticity of wisdom for the substance we can set 
our hopes upon. Because the idea of science and of the method of 
science has become a bitterly controversial issue among the ideolo- 
gists who have muddied it up with contentiousness, I will not call 
this social philosophy a method or discipline developed from the 
method of science. I will call it the method of freedom. 
Freedom, as you well know, is an ambiguous word, a word of 
many meanings, each pushing or pulling the others toward con- 
sequences they might not by themselves effect. Both at the heart 
of our personal experience and in the symbolic constructs which 
compose our ideologies we use the word “freedom” to denote per- 
sistence, alteration, or resistance to alteration. However we use 
it, it means difference. In some relations it means the right to be 
different; in others, the right not to be different; in others, the 
right to keep oneself or one’s thoughts or things the same, in so 
far as sameness makes itself by the mutual suffusion of differences. 
Which of these different differences freedom means is decided by 
an alterative choice of the meaners, and denoted by the preposi- 
tions “from,” “of,” “for,” “in,” “through,” and so on. These 
indicate that freedom is a word for processes and relations, that it 
takes on and drops its meanings as the dynamic function of endur- 
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ing multiplicity, variety, and nuclear and peripheral changes, in 
entities and their relations. The social philosophies which are 
ideologies, secular or sacerdotal, are consequences of choices and 
decisions to establish one or another of that diverse and diversify- 
ing relational multitude as the creed and code of a faith which 
would shut out, cut off, or destroy any and all that might refuse to 
be conformed to the faith’s works and ways. Its attitude projects 
exclusion and proscription, a closed community of closed minds. 

The method of freedom impatterns the attitude which projects 
inclusion and protection, an open community of open minds. 
Those whose faith is this attitude, who are aficionados of the 
method, refrain from closures. They do not presume to build 
their social philosophy up into a hierarchical system of systems, 
unified, rational, complete. They endeavor rather to pursue an 
unclosed inquiry into the becoming, the continuing, the lapse of 
diversities, their relationships and their consequences. ‘Taking 
the diversities as they appear, those inquirers labor to understand 
the constitutive inward trends that produce both their teamplays 
and their rivalries, and whose interactions make peace likely or 
war inevitable. Their attitude respecting war is not less open 
than that respecting peace, and their valuation of either is a study 
of the impact on one another of the embattled ideologies with 
their doctrines and disciplines. ‘They take the ideologies for 
closures which the imagination is impelled to design because those 
ineluctable reasons of the heart that reason cannot know must 
needs project them, to be the boundaries of the so dreadfully 
unbounded world. Ideologies are thus appraised as among the 
inventions which the sons of man devise in order to transform the 
unlike into their own likeness, and thereby close the world and 
make it safe. 

But, on the record, they do not make it safe. They only 
multiply the insecurities they purport to abolish. They work out, 
not as the wisdom concerning dangers which Plato signalizes as 
courage, but as unwisdom which wisdom appraises as cowardice. 


Wisdom, on the other hand, labors to work out into a social 











18 SOCIAL RESEARCH 


philosophy acquiescing in the changes and chances of diversifying 
experience, and inquiring how the globe’s multitudes, each indi- 
vidual and each association of them, different from the others, can 
live together with the others in such ways that each may grow 
into a more abundant freedom and fulfilment than any could 
trying it alone. To this end it would bring every ideology, every 
science of man and of nature, every specialized knowledge and 
skill, every art of expression and signification, to that optimum of 
free, clear, distinct communication to the others of its own singu- 
larity of being and doing, which would constitute them a union 
of the different; a union whereby their concords and discords 
would have entered into orchestration preserving and harmoniz- 
ing their singularities, not an integration nullifying or consuming 
them. For orchestration is a characteristic mode of the method 
of freedom. 

Faiths demanding integration, with themselves as the integra- 
tors, faiths that choose isolation and its barrenness and reject free 
and full communion with others and its enrichments, might well 
evince an immovable set against orchestration. To their prophets 
and apostles, their priests and philosophers, the war of the faiths 
might stay the revealed substance of their things-unseen, the sole 
reliable evidence of their things-hoped-for. A major work for the 
social philosophy whose intent is wisdom and whose method is 
freedom must needs be to illuminate and bring to the fullest 
clarity and distinctness which creeds and codes thus close the 
frontiers of sympathy and communication consummating in 
understanding. It must needs study and fight to open them and 
keep them open. For thus far we have learned no more successful 
means than such understanding ' to replace the war of the faiths 
by the peace that passeth understanding. 

1 Recall Lucian’s story of a discussion between Zeus and a peasant. They agreed 
amicably on the nature of Nature, and on the attributes of heaven and earth. But 
when the man said something Zeus would not accept, the father of the gods 
threatened him with his thunderbolt. Whereupon the man remarked: “Aha, Zeus! 


Now I know you are wrong. You are always wrong when you appeal to your 
thunder.” 








OBSTACLES TO ECONOMIC 
DEVELOPMENT 


BY H. W. SINGER’ 


e one consistent body of thought which has so far been 
presented as a “theory of economic development” is, of course, 
Schumpeter’s book of that title. This theory is a good basis for a 
survey of the general obstacles to economic development, not 
because it applies to underdeveloped countries but because it fails 
to apply. The reasons why it fails to apply are what is significant. 

The differences between Schumpeter’s theory and what can be 
observed in underdeveloped countries have been strikingly 
summarized by Professor Henry C. Wallich of Yale University, in 
a paper entitled “Some Notes Towards a Theory of Derived 
Development,” presented in Havana in 1952 (not yet published). 
He finds the following three main differences, which will be used 
as the springboard for the present analysis, though he should not 
be held responsible for this use made of his classification. 

First, the agents of economic development, in Schumpeter’s 
theory, are the innovating and pioneering private entrepreneurs, 
but in the economic development of underdeveloped countries the 
agency is much more likely to be the government. Innovating 
private entrepreneurs either are conspicuously absent or are 
unable to operate within a framework in which the public pre- 
requisites—ranging from law and order to essential public utili- 
ties—are lacking. 

Second, the method by which development is brought about is, 
according to Schumpeter, changes in production functions through 
the introduction of new pioneering techniques, used either for the 


development of new products or for new ways of producing old 


1 Though the author is a member of the United Nations Secretariat, this article 
represents his private opinions and does not necessarily reflect the views of the 


United Nations Organization. 
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established products. In the present underdeveloped countries, 
however, economic development proceeds not by way of new 
technologies but through the introduction and adaptation of old 
established technologies to the production of old established 
products familiar in the countries that are now developed. 

Third, the generating force of economic development, in 
Schumpeter’s thinking, lies in the sphere of supply-—in the supply 
of new goods, or in the increased supply of old established goods, 
or in the lowering of supply price in relation to market price, and 
the consequent opening up of profits for the pioneering private 
entrepreneurs. In the present underdeveloped countries, how- 
ever, the generating force lies much more in the sphere of 
demand—in the desire for increased consumption, derived from 
the known gap between the consumption standards of the coun- 
tries that are developed and those that are not. According to the 
Schumpeter system the changes on the supply side are the cause, 
and the increase in consumption is the effect, almost the incidental 
effect. But in underdeveloped countries the desire for increased 
consumption is the cause, and the change in supply functions must 
result if the desire for increased consumption is to be fulfilled. 

This is a useful picture to bear in mind for a first approach. We 
are faced not with the private entrepreneur adding to the supply 
of goods by the application of revolutionary technologies—the 
model of earlier economic development—but with the problems 
confronted by governments trying to give effect to a desire for 
higher consumption by introducing and adapting known tech- 
nologies from other countries. Many of the handicaps to economic 
development are implied even in this simple model. It will now 
be considered more fully in its three main aspects. 


Governments Instead of Entrepreneurs 


The substitution of government for the private entrepreneur has 
obvious drawbacks. In the first place, where governmental 
resources are limited—whether in terms of trained personnel or in 
terms of financial resources or in any other way—the lack of 
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innovating individuals to serve as agents may divert governments 
from their normal duties into “the promotion of economic devel- 
opment.”” Governmental resources may be too weak to shoulder 
simultaneously such duties—themselves essential for economic 
development—as the maintenance of law and order; the establish- 
ment of confidence in monetary, banking, and general economic 
institutions; the provision of continuity; impartial and uncorrupt 
application of laws and regulations; the maintenance of industrial 
peace; and on top of all that, the manifold duties of the main 
agent of economic development. Where this is the case, the one 
duty can be discharged only at the expense of the other—a self- 
defeating process. Where governments, in attempts to ‘promote 
economic development,” fail to discharge their primary duties, 
the result will very probably be not economic development but 
its absence. 

Moreover, the establishment of government as the main agency 
of economic development throws an enormous burden on the 
quality of administration, which unfortunately is itself largely a 
function of economic development. Here may be seen one of 
many vicious circles that impede development in underdeveloped 
countries. Development requires good administration, yet good 
administration is itself a result of economic development. It is 
not, of course, a necessary result, for some highly developed coun- 
tries have very bad administration. ‘The difference is that once 
development has been achieved, bad administration can be 
afforded as a luxury, while where administration is poor from 
the beginning, economic development is made more difficult if 
the government becomes its main agency, whether by choice or 
because of the absence of innovating entrepreneurs. 

In any event, where government serves this function, the 
problem of drawing up development programs and plans becomes 
of great importance, but the preparation of a development pro- 
gram of the right kind and size and its implementation are them- 
selves considerable administrative achievements. Thus the failure 
of administration to carry the enormous double burden placed 
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upon it in the non-Schumpeterian world of underdeveloped coun- 
tries emerges as a serious obstacle to economic development. 

One of the preconditions of that process is, therefore, the 
improvement of public administration. It is no accident that this 
plays a considerable part in international technical assistance pro- 
grams. Unfortunately, however, there is only one way to improve 
administration: by administrative action. It takes good adminis- 
tration to improve bad administration. Here is another vicious 
circle that creates deadlocks and obstructions. 

Still another, and perhaps an even more important, drawback 
in the substitution of government for the private entrepreneur is 
the fact that where government is the main agent of economic 
development, the immediate economic objectives are likely to 
become mixed up with national assertion abroad and with the 
distribution of political power at home. Government is the 
expression of the organized political will of the community, and 
in underdeveloped countries that often means it is the expression 
of a vigorous nationalism. But nationalism is ambivalent in 
regard to economic development: while it provides a driving force 
and a motivation, it contains within itself features that may be an 
obstacle. 

Nationalism may take the form of clinging to established and 
traditional institutions, and thus prevent the reform or adaptation 
of institutions which may be a precondition for economic develop- 
ment. It may prevent the very taking over and adaptation of tech- 
nologies developed abroad which, in the absence of new technolo- 
gies, are the only possible method. It may distort the balance and 
sequences in economic development if particular sectors of eco- 
nomic life—the traditional steel mill perhaps—become imbued 
with special symbolic importance. It may result in the allocation 
of a high proportion of national resources to the maintenance of 
large armies or police forces, or to the construction of monumental 
works, thus draining resources away from genuine economic 
development. In short, the association of national aspirations and 
economic development carries dangers that do not enter into 
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Schumpeter’s system, and at least some of the difficulties of non- 
Schumpeterian development are derived from this association. 

The substitution of the state for the innovating entrepreneur is 
not always, of course, a matter of choice. It may be—and in the 
present underdeveloped countries it often is—a matter of neces- 
sity. The innovating entrepreneurs assumed in Schumpeter’s 
system simply do not exist. And this brings up another reason 
why that system—and other theories of development as well—is 
not applicable to the present problems of underdeveloped coun- 
tries: innovating entrepreneurs are in part the result of a different 
society from that which now exists in most such countries, for to 
some extent they are themselves the result and product of eco- 
nomic development. Thus the building up of a private sector, 
and thereby of private entrepreneurs, is a recognized goal of many 
governmental development programs. The declared intention is 
gradually to shift emphasis in economic development from the 
public sector to the private sector, from public initiative to private 
initiative, from public finance to private finance. 

From this point of view the Schumpeter system is not really a 
theory of economic development, in the sense of a theory of how 
such development starts. Rather, it is a theory of how economic 
development continues and proceeds, once it has reached a certain 
stage characterized by the creation of innovating private entre- 
preneurs, and by the creation of the kind of society in which they 
can operate. 

This is not a criticism of Schumpeter’s system, since it was 
never put forward as a theory of how economic development 
starts from very low income levels. But in finding the reasons that 
explain why it is not applicable we obtain valuable insights. Thus 
it becomes clear that the agents of economic development— 
whether public administrators of the required quality, or private 


entrepreneurs—are themselves to some extent the product and 
end result of such development. Here is truly a vicious circle for 
countries whose problem is to start development, rather than to 


continue it. 
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Transferred Technology Instead of Technological Change 


In their attempt to develop economically, underdeveloped coun- 
tries have to make use of a technology that has been evolved, over 
a lengthy period of time, in countries that are much higher on the 
economic scale. This is most dramatically evident in the technical 
assistance programs, in which the transfer of technology from the 
more highly developed to the underdeveloped countries is explic- 
itly organized. To say that the more developed countries have a 
practical monopoly of industrial and scientific research, and of 
productive experience with modern technologies, is true almost by 
definition. 

Modern technology—which is equivalent to technology evolved 
by and for industrialized countries—is both deliberately and 
innately determined by the requirements and factor endowment 
of industrialized countries. In particular, it is shaped by the 
underlying assumption that capital is abundant, that labor is 
relatively scarce, and that wage rates are correspondingly high. 
This assumption of a relative abundance of capital has three major 
effects on the evolution of technology. 

In the first place, it results in a rapid evolution of new and 
superior technologies, and in a correspondingly rapid scrapping 
of capital goods embodying only slightly inferior older technolo- 
gies. In the second place, technology is strongly directed toward 
labor-saving devices, and toward a substitution of capital for direct 
labor. And in the third place, which is perhaps most important, 
the application of modern technology requires those levels of 
scientific training and understanding, and those levels of educa- 
tion, which have now percolated widely in industrial societies. 

Even in industrialized countries this particular direction of 
echnological development creates certain problems. This is true 
particularly in times of unemployment and depression, when the 
underlying assumption of a relative labor shortage is less true 
(although even at the bottom of a depression labor in an indus- 
trialized country still tends to be scarcer, in relative terms, than 
it is in underdeveloped countries). The leaning of technological 
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research toward a rapid introduction of new technologies may 
create or intensify technological unemployment, because of its 
tendency toward labor-saving devices; similarly, the leaning 
toward a rapid scrapping of capital goods embodying slightly 
inferior technologies may lead to business losses and bankruptcies 
in times when effective demand is not sufficiently high to enable 
producers to amortize their capital equipment ahead of technical 
obsolescence. With these qualifications, however, the direction 
of technological research is by and large in accord with the condi- 
tions of the countries in and for which it has developed. 

But this does not apply to the underdeveloped countries. For 
them, a different technology, and in many ways an older or 
“inferior” one, would be more appropriate. ‘Their factor endow- 
ment is defined by an acute shortage of capital and a relative 
abundance of labor, sometimes an acute abundance of labor. In 
many respects the technology of a hundred years ago would be 
desirable for them, and would make their economic development 
easier. But that technology no longer exists. It has been scrapped, 
and rightly scrapped, in the industrialized countries—and the 
technology of the industrialized countries is the only existing 
technology. 

It was possible for an old industrial country like Britain to start 
off with a cheap technology requiring few and simple capital 
goods, and to develop technically in step with its changing factor 
endowments. Thus technology and economic possibilities were 
kept in harmony throughout. 

Countries next succeeding Britain in economic development, 
such as the United States or Germany, benefited even more, per- 
haps, in getting the best of both worlds. On the one hand, they’ 
avoided some of the inevitable blind alleys and experimental costs 
of evolving an industrial technology; on the other hand, technol- 
ogy had not yet sufficiently advanced to be out of line with their 
factor endowment in the earliest stage of their economic develop- 
ment. This is particularly true of the United States, where there 
was a relative labor shortage even in the early stages. 
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The countries that are now in a state of underdevelopment are 
in a worse position. Technology has reached a point far remote 
from those countries’ natural factor endowment and _ natural 
requirements. It is not open to them to develop their technolo- 
gies harmoniously with their degree of economic development. 
This is true as long as they do not have their own technologies— 
and absence of an original technology is, contrary to the 
Schumpeter system, a characteristic of underdeveloped countries. 
Up toa point, it may have been an advantage to be a latecomer in 
economic development, but by now it has clearly turned into a 
serious disadvantage. 

A capital-intensive technology—which is the only one now 
existing—affects underdeveloped economies in a variety of ways. 
These may be summarily listed as follows. 

First, the initial expense of any investment is very high, and 
thus the scanty resources of underdeveloped countries are insuf- 
ficient for a balanced type of development, which is the only kind 
that is reasonably productive. 

Second, the elaborate and highly expensive capital goods in 
which modern technology is incorporated are too difficult to 
produce in underdeveloped countries, and therefore have to be 
imported. This puts pressure on those countries’ foreign exchange, 
and it makes equipment expensive to them, through the added 
cost requirements associated with dispatch, transport, and in- 
stallation. 

Third, the labor-saving faculty of modern technology is largely 
wasted in underdeveloped countries, because alternative employ- 
ment opportunities are lacking—and are indeed prevented by 
the very expense of the technological investment. ‘This factor 
greatly reduces the social productivity of new investment in such 
countries. 

Fourth, the effective life of the expensive equipment in which 
modern technology is incorporated is often much shorter in under- 
developed countries than in those that are industrialized. For 
this there are various reasons, such as that operation is less careful, 
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that there are lower standards of maintenance and care in use, that 
repair facilities are inaccessible.? 

Thus the absence of a technology which is at the same time 
modern (in the sense of incorporating the latest contributions of 
scientific knowledge) and in harmony with the factor endowment 
of underdeveloped countries must be classed as another major 
obstacle to economic development. Those countries, in adopting 
the technology of industrialized countries, faute de mieux, place 
themselves at a great disadvantage from the very start. 

Underdeveloped countries have often diagnosed this disadvan- 
tage as merely an ailment of infancy, and have applied the medi- 
cine proper to the ailments of economic infants: protective tariffs. 
But the trouble is thus only augmented. Protective tariffs may 
saddle underdeveloped countries with permanently high-cost 
projects which constitute a continuing drain on national resources 
and thus prevent the very development they are supposed to 
promote. Often, however, there is no real alternative. The only 
remedy would be the development of a different kind of tech- 
nology, and this is beyond the resources of underdeveloped coun- 
tries. This is indeed a formidable dilemma. 


Increased Consumption Instead of Lower Production Cost 


In the Schumpeter model of economic development the rise in 
real incomes is originated by a lowering of real-cost functions, that 
is, by innovations on the supply side. With the increase in real 


2 This may apply even to such simple equipment as ordinary ploughs. Often the 
ploughs manufactured in Britain, for instance, are not especially reenforced at the 
rear, as the farmers are expected to lift them when taking them around a corner; 
moreover, fields in Britain are supposed to be sufficiently large to reduce the rela- 
tive amount of curved ploughing. But in India or Pakistan neither of these assump- 
tions is satisfied, and ploughs may be ruined after a short time, through the 
farmers’ failure to lift them and through constant curved ploughing on tiny fields; 
small technical adjustments might, of course, make a great difference in the life of 
the equipment. The same situation is found in regard to self-lubricating bearings, 
for in many underdeveloped countries the standards of lubrication are low. As a 
third example may be cited the adaptation of machinery to tropical climates. Most 
equipment and fuel is designed for optimum performance in temperate climates, 
since those are the climates in which practically all industrial countries are situated. 
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incomes there is an increase in standards of living and in levels of 
consumption. In the non-Schumpeterian world of underdeveloped 
countries the increase in real incomes and in levels of consumption 
is the immediate objective. Changes in techniques of production 
and in the field of supply are accepted and introduced only as 
means to that end. 

The first consequence of this difference is that the connection 
between the rise in real incomes and the necessary changes on the 
supply side is not always clearly recognized. Combined with the 
ardent desire to “develop” and to achieve higher levels of living 
there is sometimes a refusal—incompatible with that desire—to 
accept the social changes and institutional reforms that are the 
preconditions of changed supply techniques, and even sometimes 
a refusal to accept the changed supply techniques themselves. 

This obstacle to economic development—a desire for levels of 
consumption out of line with the actually achieved technology 
of supply—is closely related to the change in method from original 
to transferred technology, discussed in the preceding section. It 
is very much easier to transfer a knowledge of higher levels of 
consumption achieved elsewhere, and to instigate a desire to 
imitate those levels, than to transfer technologies, or knowledge of 
the things that are back of the higher levels of consumption. 
Moreover, while the higher levels of consumption are generally 
acceptable, the things back of them, even where recognized, are 
not always equally acceptable.’ 

Modern media of mass communication, such as films and 
magazines, have spread knowledge of “the American way of 
life’’ throughout the underdeveloped countries, and particularly 
through their middle and upper classes. But the image thus 
spread is one of high living a la Hollywood, rather than an image 
of the hard pace of work in the factories of Detroit and Pittsburgh, 
or in the fields of Iowa, or in the offices of New York and San 

8 This point of view strongly pervades the United Nations report (E/1986) on 
“Measures for the Economic Development of Under-developed Countries” (New 


York 1951); see in particular Chapters III and IV, on “Pre-conditions of Economic 


Development” and “Economic Organization.” 
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Francisco. It is easy to show pictures of such end products as 
shiny cars, television sets, and the like, but it is not at all easy to 
show pictures of the skill of those who make these gadgets—not 
excluding the skill of owners of shiny cars in repairing and main- 
taining their cars themselves. Thus the receivers of the image, 
while admiring the end product, are likely to ignore what goes 
into it. 

It is worth mentioning that this tendency is noticeable even in 
Western Europe, where attempts to reach American standards of 
real income are so much more hopeful, and where the desire to 
emulate American standards of productivity as well as of consump- 
tion is so much more clear-cut. There is little reluctance to 
emulate “the American way of life’’ in terms of its end products, 
but there is a good deal of reluctance to accept “the American way 
of life’ on the supply side: the ruthlessness of competition, the 
hectic nature of life, the emphasis on material things. It would 
seem that desire for the ends should imply also a certain degree of 
acceptance of the means by which they are brought about. 

The technical assistance programs, whether conducted under 
Point 4, through the United Nations, or otherwise, may be 
regarded as an attempt—and, so far, an attempt made with 
insufficient means and insufficient force in comparison with the 
media of mass communication—to spread knowledge of supply 
methods at the same time as knowledge of consumption standards. 
The more successful these programs, the more will the discrepancy 
be reduced between the awareness of consumption possibilities 
and the understanding of production possibilities. 

Again, as in the problem of original versus transferred tech- 
nology, the importance of this obstacle to economic development 
may be seen by contemplatrng what British economic develop- 
ment in the early nineteenth century might have been if it had 
occurred under non-Schumpeterian conditions. Would that devel- 


opment have proceeded so quickly, would it have proceeded at all, 
if the population had known of another country full of dream 
gadgets a la Hollywood? If radios, television sets, vacuum cleaners, 
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automobiles, films, mass-circulation magazines had existed? If 
Adam Smith, in Chapter I, Book I, of Wealth of Nations, had 
started off not with a description of a needle factory but with a 
description of a beckoning life of ease? 

Much light has been thrown on this obstacle to economic devel- 
opment—although from a somewhat different angle—by Professor 
Ragnar Nurkse.* According to his view, the “demonstration 
effect’”” exercised by the high consumption standards of indus- 
trialized countries, through modern media of mass communica- 
tion, has a discouraging influence on the rate of savings and 
domestic capital formation in underdeveloped countries. The 
pressure of a constant desire to enjoy standards of consumption in 
excess of standards of production accounts also for widespread 
inflationary pressure throughout these countries—itself disruptive 
of economic development—and tends to disrupt their balances of 
payments and their foreign-exchange stability. 

If the argument of a preceding section is accepted, it would 
appear that the “demonstration effect’ is part of the changeover 
from the Schumpeter model of economic development to the non- 


Schumpeterian world. Innovating individuals are not motivated 


by any desire to improve general standards of consumption. ‘They 
desire only to improve their own standards, by means of profits, 
and there is only one way of doing that: by changes on the supply 
side. But the government of a country, and the individuals—not 
as innovating entrepreneurs but as voters and political animals— 
are greatly agitated by the spectacle of higher consumption stand- 
ards elsewhere and the promise of higher consumption standards 


at home. 
Increased concern with general consumption standards is by no 


4See particularly “Some International Aspects of the Problem of Economic 
Development,” in Proceedings of the American Economic Association, Boston 
meeting, 1951, pp. 571-83, and Some Aspects of Capital Accumulation in Under- 
developed Countries (Cairo 1952}, especially pp. 36-52. Professor Nurkse’s views 
are an application to the international plane of arguments developed in connection 
with domestic consumption and saving propensities in industrialized countries by 
James S. Duesenberry, in Income, Saving and the Theory of Consumer Behavior 


(Cambridge, Mass. 1949). 
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means confined to underdeveloped countries. The tendency 
toward a “welfare state” is found in advanced countries as well, 
although in different degrees. The difference is that in the 
wealthier countries we now witness a process of “derived welfare,” 
that is, welfare derived from previous and genuinely Schumpeter- 
ian development, whereas in the poorer countries we have a 
movement of “original welfare,” not based on or derived from 
previous development. Where a trend toward “welfare” is the 
fruit of economic development, that trend is consonant with con- 
tinued development, and to some extent even favorable to it. 
But where an attempt is made to start with welfare, the effort may 
inhibit economic growth and be a formidable obstacle to economic 
development.® 

Where non-Schumpeterian development starts off with higher 
consumption, it puts the cart before the horse. In the Schumpe- 
terian world the horse is before the cart, and it is not surprising 
that movement there is easier, and is indeed taken for granted. 

5 On the futility of treating social welfare as the seed rather than the fruit of 


economic progress, see H. W. Singer, “Economic Progress in Underdeveloped Coun- 
tries,” in Social Research, vol. 16 (March 1949) pp. 1-11. 








MADISON AS A POLITICAL 
THINKER* 


BY SAUL K. PADOVER 


— among scholars, James Madison is one of the more 
obscure great men in American history. Many an individual in 
the United States could, no doubt, identify him as an early 
President of the Republic; others might remember him as Jeffer- 
son's Secretary of State, or as the husband of the “buxom” Dolly, 
or as the man whose name graces a shop-lined Manhattan avenue. 
But not many people, either in the United States or abroad, are 
familiar enough with Madison's thought to classify him, as he 
should be classified, among the Western world’s important and 
influential political thinkers. Even Parrington, in his admirable 
work on American thought, has somehow failed to do Madison 
justice, contenting himself merely with a few citations.’ Yet a 
reading or rereading of Madison's writings and utterances compels 
a revaluation of his historic position in the perspective of modern 
experience. It is my conviction not only that Madison's place as 
an original political philosopher should be reestablished, but also 
that the time has come when his ideas should be made available 
and known to a larger public than has hitherto been aware of 
them. 

This appraisal of Madison will confine itself essentially to his 
thought rather than to his actions. Madison, the Virginia polli- 
tician, the influential Congressman, the political party leader, the 
President, is the proper subject of the historian and biographer.? 

* Eprrors’ Nore—This essay is part of a book by the author entitled The Com- 
plete Madison, shortly to be published by Harper. 

1A recent exception to the general trend is Adrienne Koch’s excellent study, 
Jefferson and Madison: The Great Collaboration (New York 1950). 

2 The most recent and scholarly biography is Irving Brant’s multi-volume work: 
James Madison: The Virginia Revolutionist (Indianapolis 1941); James Madison: 
The Nationalist (Indianapolis 1948); James Madison: Father of the Constitution 


(Indianapolis 1950). 
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My own concern is with Madison the political thinker, the 
eighteenth-century rationalist, the champion of religious and 
intellectual freedom, and the architect of republican constitu- 
tionalism. 

In thus separating Madison the intellectual from Madison the 
statesman, I am not unaware of the pitfalls involved. I realize that 
not infrequently Madison's ideas were the outgrowth of an imme- 
diate political situation, or the rationale of a practical political 
necessity. Since Madison was active in politics for about forty-two 
years of his life, it is inevitable that he should have written or 
uttered sentences whose meaning was temporary, tortuous, or 
evanescent. No successful politician can possibly avoid saying or 
writing things that have little if any significance for posterity; that 
is part of the art of politics. In addition, since Madison operated 
in a political world, with its frequent shifts and exigencies, he 
could not avoid uttering contradictions or defending positions 
that ran counter to those previously held. We must, thus, recog- 
nize the fact, in appraising his thought, that Madison was neither 
an armchair philosopher nor a “‘pure” thinker; that there are 
contradictory and, indeed, incomplete strands in his ideas; and 
that neither by profession nor by inclination was he in a position 
to work out a rounded and beautifully logical system of thought. 

Despite all that, it is possible, however, to trace Madison's 
political philosophy with considerable fullness. In tying together 
the numerous elements and tracing the underlying assumptions, 
one is able to emerge with an intellectual structure that is not only 
impressive but also, in its way, consistent. In fact, Madison’s basic 


philosophy, the values by which he lived and for which he fought 


remained with him through life. 


Madison was, first of all, a child of the eighteenth-century enlight- 
enment, brought up in its libertarian ideals and nurtured, as were 
his other great contemporaries, in the classics. He was born on 
March 16, 1751, at Port Conway, Virginia, and was raised on his 
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father’s plantation in Orange County. The Madisons were people 
of “independent and comfortable circumstances,” and, like so 
many other slaveowners of the period, were refined and cultured. 
James, the eldest of ten children, was bookish and shunned sports. 
It was said of him that he “never was a boy.”” Tutored at home, 
the frail young man studied Greek, Latin, French, Spanish, and 
mathematics. At the age of eighteen, in 1769, he was sent to the 
College of New Jersey, now Princeton, and received his B.A. 
degree in October 1771. He remained another year at the Cy! 
lege, studying Hebrew and ethics under the famous Scottish 
born divine, Dr. John Witherspoon, president of the College. 

Madison's almost total dedication to the intellectual life at 
Princeton, with an avoidance of any kind of relaxation except 
walking and talking, became a legend but undermined his health. 
Benjamin Rush, the celebrated Philadelphia physician and signer 
of the Declaration of Independence, in a letter to his son on the 
subject of studies and relaxation, recalled Madison’s example 
(May 25, 1802): “I do not advise you against such exercises as are 
necessary to health, but simply to avoid sharing in what are com- 
monly called ‘plays.’ The celebrated Mr. Madison when a student 
at the Jersey College never took any part in them. His only 
relaxation from study consisted in walking and conversation. 
Such was the character he acquired while at college, that Dr. 
Wetherspoon [sic] said of him to Mr. Jefferson (from whom I 
received the anecdote) that during the whole time he was under 
his tuition he never knew him to do nor to say an improper 
thing.” 

At the age of twenty-one Madison returned to Virginia full of 
melancholy and depression. He did not, he said, “expect a long 
or healthy life,” and therefore would not prepare for a profession 
or take any steps that would lead to an accumulation of earthly 
goods. 

“A watchful eye,” he wrote to his friend William Bradford on 
November 9, 1772, “must be kept on ourselves, lest while we are 


building ideal monuments of renown and bliss here, we neglect 
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to have our names enrolled in the annals of Heaven. . . . As to 
myself, I am too dull and infirm now to look out for any extraor- 
dinary things in this world, for I think my sensations for many 
months past have intimated to me not to expect a long and 
healthy life; though it may be better with me after some time, but 
I hardly dare expect it, and therefore have little spirit or elasticity 
to set about anything that is difficult in acquiring, and useless in 
possessing after one has exchanged time for eternity.” 

But after three years of brooding, reading, and inner conflict, 
Madison was stirred into political action. This was the period of 
struggle with Great Britain, when the colonies were preparing to 
assert themselves against the mother country. In 1775, at the age 
of twenty-four, Madison became chairman of the Committee of 
Public Safety of his own county, and in the following year he was 
chosen delegate to the Williamsburg Convention that drafted 
Virginia's first constitution. It was at Williamsburg in that year 
that Madison first met Jefferson. 

Madison had, at long last, found a profession, that of public 
servant, which satisfied him and gave full scope to his rare abili- 
ties. He did not think of his political activities as a profession. 
Indeed, at one period in his life he took up the study of law, in 
order, he wrote to Edmund Randolph (July 26, 1785), “to provide 


a decent and independent subsistence” for himself and “to depend 


as little as possible on the labour of slaves.” But as President 
Franklin D. Roosevelt once pointed out,? Madison never became 
a lawyer or a member of the Bar. 

From 1776 Madison was almost continuously in public life, 
until his retirement from the Presidency in 1817. From the 
Virginia House of ‘Delegates he went to the Continental Congress, 

8“The Constitution of the United States was a layman’s document, not a lawyer's 
contract. That cannot be stressed too often. Madison, most responsible for it, was 
not a lawyer—nor was Washington or Franklin, whose sense of the give and take of 
life had kept the Convention together” (Roosevelt, cited in New York Herald 
Tribune, September 18, 1937). For a lively discussion of the subject see Edward S. 


Corwin, “James Madison: Layman, Publicist and Exegete,” in New York University 
Law Review (April 1952) pp. 277-98. 
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from there to the Constitutional Convention, from the Conven- 
tion to the United States House of Representatives, and thence to 
the Secretaryship of State and the Presidency. In all positions, 
whether elective or appointive, Madison was an intellectual leader, 
sometimes the leader. 

His leadership derived from solid merit, for Madison was a man 
of formidable mental equipment. He always studied a variety of 
subjects, including natural history, at one time confessing to 
Jefferson “a little itch to gain a smattering of chymistry.”” For the 
great tasks of his life, such as the Constitutional Convention and 
the crucial first eight years of the United States Congress, Madison 
prepared himself with overwhelming and sometimes health-break- 
ing thoroughness. 

He read the most important and authoritative works in the 
fields of politics, history, comparative institutions, jurisprudence, 
international law, and particularly accounts of ancient and 
modern confederacies. He bought as many books as opportunity 
permitted. When Jefferson was American Minister in Paris he 
served, among other things, as Madison’s book buyer. ‘Two years 
before the meeting of the Constitutional Convention Madison 
asked Jefferson to purchase for him a number of books, mostly in 
French, that were to serve him as background for his work in that 
historic body. The letter, written on April 27, 1785, is revealing: 


All the purchases you have made for me are such as I should have 
made for myself with the same opportunities. You will oblige me 
by adding to them the Dictionary, in 13 vol., 4°, by Felice * and 
others. Also de Thou,' in French. If the utility of Moreri® be 
not superseded by some better work, I should be glad to have him, 
too. I am afraid, if I were to attempt a catalogue of my wants, I 
should not only trouble you beyond measure, but exceed the 


4Fortunato Bartolommeo Felice (1723-89) was an Italian author who published 
an encyclopaedia between 1770 and 1780. 

5 Jacques Auguste de Thou (1553-1617), the French historian and statesman, was 
the author of a famous Latin history, Historia sui temporis, which was translated 
into French in 1734. 

6 Louis Moreri (1643-80) was the author of Dictionnaire historique, which was 
published at Lyons in 1674. 
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limits which other considerations ought to prescribe to me. I 
cannot, however, abridge the commission you were so kind as to 
take on yourself in a former letter, of procuring me from time to 
time such books as may be either “old and curious, or new and 
useful.” Under this description will fall those particularized in 
my former letters, to wit: Treatises on the ancient or modern 
Federal Republics, on the Law of Nations, and the History, 
natural and political, of the new World; to which I will add such 
of the Greek and Roman authors, where they can be got very 
cheap, as are worth having, and are not on the common list of 
school classics. Other books which particularly occur are the 
translation (French) of the historians of the Roman Empire dur- 
ing its decline, by —; Pascal’s provincial letters; ? Don Ulloa in the 
original; * Linnaeus’ best edition; ® Ordonnances Marines; Collec- 
tion of Tracts in French on the economics of different nations, 
I forget the full title. It is much referred to by Smith on the 
Wealth of Nations. I am told a Mons Amelot has lately pub- 
lished his travels into China, which, if they have any merit, must 
be very entertaining. Of Buffon,’ I have his original work of 31 
vols., 10 vols. of supplement, and 16 vols. on birds. I shall be glad 
of the continuation as it may from time to time be published. 


In terms of American history, Madison lived and was active in a 
period that may be described as heroic. Among his friends, 
colleagues, and collaborators were a number of remarkable men 
who struck a spark in him. One need only mention George 


Washington, George Mason, John Adams, Alexander Hamilton, 
James Wilson, Benjamin Franklin, and Thomas Jefferson to sug- 


7 Blaise Pascal (1623-62), the French philosopher, published between 1656 and 
1657 a number of letters to a friend in the provinces which, in book form, came to 
be known as Letires provinciales. 

8 Antonio de Ulloa (1716-95), a Spanish naval officer and governor of Louisiana 
from 1766 to 1768, was an observer of the causes that led to the American 
Revolution, and published, in 1772, Noticias Americanas. 

9 Carolus Linnaeus (1707~78) was the famous Swedish botanist and naturalist, 
founder of the Linnaean system in botany and author of numerous scientific works. 

10 The Comte de Buffon (1707-88), the great French naturalist, was the author 
of a multi-volumed natural history which discussed the origin of the planets, the 
earth, animals, man, birds, minerals, serpents, fish, and the like. 
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gest the implications of Madison’s environment. Most important 
of all these contemporaries, in so far as Madison’s public and 
intellectual life is concerned, was Jefferson. 

No two men could have been closer, both as intimate friends 
and as trusted collaborators. History records no comparable 
friendship of similar duration and depth of esteem. For a full 
half-century the two were warm friends and ardent admirers of 
one another. “The soul of Jonathan was knit with the soul of 
David, and Jonathan loved him as his own soul.” Jefferson even 
gave Madison a “throne,” as did Jonathan to David. Jefferson, 
Madison’s senior by eight years, could not have been more devoted 
to the younger man had he been his own son; and Madison 
reciprocated the admiration and affection of his “Tutelary 
Genius” with filial devotion and unbounded respect. 

In his autobiography, which Jefferson began at the age of 
seventy-seven, he wrote thus of his old friend: 


Mr. Madison . . . acquired a habit of self-possession which placed 
at ready command the rich resources of his luminous and dis- 
criminating mind, & of his extensive information, and rendered 
him the first of every assembly . . . of which he became a member. 
Never wandering from his subject into vain declamation, but 
pursuing it closely in language pure, classical, and copious, sooth- 
ing always the feelings of his adversaries by civilities and softness 
of expression, he rose to the eminent station which he held in the 
great National convention of 1787 . . . With these consummate 
powers were united a pure and spotless virtue which no calumny 
has ever attempted to sully. Of the powers and polish of his pen, 
and of the wisdom of his administration in tle highest office of the 
nation, I need say nothing. They have spoken, and will forever 


speak for themselves. 
} 


Madison and Jefferson first met at Williamsburg in the historic 
year 1776, when the latter was on his way to the Continental Con- 
gress and immortality. Thereafter their lives were politically 
intertwined. Up to March 1809 Madison was Jefferson's lieu- 
tenant, adviser, collaborator, organizer, and ultimately successor. 
Together they helped to build the country’s first political party, 





MADISON AS A POLITICAL THINKER 39 


the Republican (now Democratic); together they fought and 
defeated the Federalists, and planned campaigns that gave the 
Jeffersonians the Presidency of the United States for an unbroken 
twenty-four years. Madison was Jefferson's Secretary of State for 
eight years, and succeeded him both in the Presidency and in the 
Rectorship of the University of Virginia. On his retirement from 
office in 1817, Madison remained in constant contact with Jeffer- 
son, exchanging letters and visits, some of the latter lasting two 
or three weeks. 

Their last correspondence, fifty years after they first met, dwelt 
on their long friendship and on the hope that posterity, for which 
they both had labored so consciously and devotedly, would not 
forget them. Four months before he died, on February 17, 1826, 
Jefferson, ailing, debt-ridden, worried about his’ impoverished 
family, poured his heart out to Madison, in order, he apologized, 
to lessen the “pains . . . by communication with a friend.” The 
letter is a touching tribute to their relationship: 

The friendship which has subsisted between us, now half a cen- 
tury, and the harmony of our political principles and pursuits, 
have been sources of constant happiness to me through that long 
period. . . . It has also been a great solace to me, to believe that you 
are engaged in vindicating to posterity the course we have pursued 
for preserving to them, in all their purity, the blessings of self- 
government, which we had assisted too in acquiring for them. If 
ever the earth has beheld a system of administration conducted 
with a single and steadfast eye to the general interest and happi- 
ness of those committed to it, one which, protected by truth, can 
never know reproach, it is that to which our lives have been 
devoted. To myself you have been a pillar of support through 
life. Take care of me when deed, and be assured that I shall leave 
with you my last affections. 


And Madison, equally conscious of the historic role they had 
both played, and sensitive to their friendship, replied a week later: 


You cannot look back to the long period of our private friendship 
& political harmony, with more affecting recollections than I do. 
If they are a source of pleasure to you, what ought they not to be 
to me? We cannot be deprived of the happy consciousness of the 
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pure devotion to the public good with which we discharged the 
trusts committed to us. And I indulge a confidence that sufficient 
evidence will find its way to another generation, to ensure, after 
we are gone, whatever of justice may be withheld whilst we are 


here. 


Madison, who survived Jefferson for ten years, summarized his 
old friend’s character as a model of human virtues. “It may on 
the whole be said of him,’’ Madison wrote to J. K. Paulding in 
April 1831, “that he was greatly eminent for the comprehensive- 
ness & fertility of his genius, for the vast extent & rich variety of 
his acquirements; and particularly distinguished by the _ philo- 
sophic impress left on every subject which he touched. Nor was 
he less distinguished for any early & uniform devotion to the cause 
of liberty. . . . In the social & domestic spheres, he was a model of 
the virtues & manners which most adorn them.” 

Despite their intimacy, however, it would be misleading to 
assume that Madison was a mere follower or carbon copy of 
Jefferson. The truth is that Madison was not only a great person- 
ality in his own right but also differed from Jefferson in a number 
of significant and subtle ways. The first and most obvious differ- 
ence was physical. Jefferson was tall—about six feet, two inches— 
rangy and vigorous; Madison was tiny, frail, and hypochondriacal. 
As Washington Irving said of “poor Jemmy Madison,” he was 
“but a withered little apple-john.” The slouching Jefferson was 
inclined to be casual in appearance, and often dressed for comfort 
rather than looks. Madison, on the other hand, was always neat 
in appearance, and precise. As if to underline his conservatism, 
he never dressed in anything but black. This was, among other 
things, a matter of economy. Madison was not wealthy, and his 
wardrobe was severely limited. “He never had but one suit at a 
time,” his servant writes. “He had some poor relatives that he 
had to help, and wished to set them an example of economy in the 
matter of dress.” Where Jefferson often looked what in many 
ways he was—a western pioneer on horseback—Madison gave the 


impression of a sober and studious ecclesiastic. ‘He has,” Senator 
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Mills of Massachusetts said of President Madison in 1815, “much 
more the appearance of what I imagined a Roman cardinal to be.” 

They differed, too, in manner. Jefferson was lively and, in 
conversation, scintillating; Madison, who also loved good talk, 
spoke quietly and drily. Jefferson, despite his vivacity, was at 
bottom earnest and humorless; Madison, despite his diaconal 
appearance, was, among friends, capable of jollity, and possessed 
a fund of amusing stories. Nobody ever heard Jefferson tell any- 
thing humorous, but Madison, in the circle of his intimates, could 
tell gay and Rabelaisian anecdotes. 

“T thought Mr. Jefferson more of a statesman and man of the 
world than Mr. Madison,” wrote Sir Augustus Foster, the British 
Minister to Washington, who knew both men; “... yet the latter 
was better informed, and, moreover, a social, jovial, and good- 
humoured companion, full of anecdotes, sometimes rather of a 
loose description, but oftener of a political and historical interest. 
He was a little man with small features, rather wizened when I 
saw him, but occasionally lit up with a good-natured smile.” 

Madison's charm is attested by other witnesses. Margaret 
Bayard Smith, who visited the retired President on his estate, 
Montpelier, in 1828, was impressed by his conversation in a circle 
of intimates. She described his talk as a “‘stream of history . . . so 
rich in sentiments and facts, so enlivened by anecdotes and epi- 
grammatic remarks, so frank and confidential as to opinions on 
men and measures, that it had an interest and charm, which the 
conversation of few men now living, could have. .. . His little blue 
eyes sparkled like stars from under his bushy grey eye-brows and 
amidst the deep wrinkles of his poor thin face.” But, like George 
Washington, he was shy with strangers. Mrs. Smith remarked that 
if an outsider had been present, Madison would have kept silent— 
“mute, cold and repulsive.” 

At first glance Madison did not create the impression of an 


unusual personality, as did Jefferson or Washington. But he was 
a man whom the French describe in the phrase il gagne étre connu. 
He had, in Jefferson's words, “extreme modesty,”” and a sweetness 
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of temper, a graciousness, and a kindness of heart that won nearly 
everybody."! People were first attracted by his gentleness and 
then, gradually and to their own surprise, by his learning and 
wisdom. “C’est un homme,” the French Minister to the United 
States wrote of him during the period of the Constitutional Con- 
vention, “qu'il faut étudier longtemps pour s’en former une idée 
juste.” At that convention, Madison, despite his youth, insig- 
nificant appearance, and self-effacing modesty, in a short time 
impressed his colleagues, among whom were men of such stature 
as Washington, Franklin, and Hamilton. In that “most august 
and respectable assembly,” to quote Dr. Benjamin Rush, Madison 
soon became a dominant figure. ‘What is very remarkable,” his 
fellow delegate, Major William Pierce, wrote of him, “every per- 
son seems to acknowledge his greatness.” 

Perhaps the main difference between Madison and Jefferson 
lay in temperament. Where Jefferson had a sweeping vision and 
lively imagination, Madison was cool and exquisitely balanced. 
Jefferson loved to theorize about men and nature, and to let his 
fancy soar; Madison was judicious and almost passionless. It is 
hard to conceive Madison writing or uttering such Jeffersonian 


11 He had many warm and admiring friends, known and unknown. A _ few 
excerpts from manuscripts in the New York Public Library Manuscript Division 
may be indicative. The famous John Dickinson, non-signer of the Declaration of 
Independence, President of Pennsylvania, and founder of Dickinson College, on 
April 7, 1802, wrote to Madison after the latter was appointed Secretary of State: 
“Accept my heartiest congratulations on thy advancement to the Secretary’s office . . . 
{signed] Thy truly affectionate friend.” An unknown admirer thus wrote to 
Madison on February 18, 1809, after his election to the Presidency: “Sir: Permit 
me the honor of congratulating you ... upon your elevation to the most honourable 
Station on Earth—that of Chief Magistrate of your beloved Country:—Far more 
honourable than the Title of Emperor, King or Prince—. Frequently usurped by 
ambitious tyrants; or, devolved upon knaves or fools, by hereditary descent. But, 
you were elected to preside over the destinies of your native land, by the Sufferages 
of Millions of enlightened free men!” On the other hand, as a public figure he 
could not escape the usual attacks, as is shown by the following unpublished and 
anonymous letter, dated September 6, 1811, and signed by one “Honestus”: 
“‘Ilustrious’ Madison! Canting ‘Fellow Citizen’!!! I hope you and all your infernal 
Set, are now in the Suds. War, has taken place, between Britain and the United 
States .. . G-d send the people a good deliverance:—the infernal scoundrels at the 
head,—must & wit fall. remember that.” 





MADISON AS A POLITICAL THINKER 43 


sentences as: “The tree of liberty must be refreshed from time to 
time with the blood of patriots and tyrants. It is its natural 
manure.” Or: “It does me no injury for my neighbors to say 
there are twenty gods, or no God. It neither picks my pocket nor 
breaks my leg.’ Madison might, possibly did, share those senti- 
ments; he might even have expressed them privately, but he would 
have stated them with less color and more qualification. 

Madison was always temperate. One may describe him as the 
exegete of the American democracy, and Jefferson as its poet. In 
modern terminology, Madison would be labeled a middle-of-the- 
road liberal, and Jefferson a radical. Madison’s moderation 
extended to all things, public affairs as well as private life. “I 
never saw him in a passion,” a servant of his recalls, “and never 
knew him to strike a slave . . .; neither would he allow an overseer 
to do it... . He was temperate in his habits. I don’t think he 
drank a quart of brandy in his whole life. He ate light breakfasts 
and no supper, but rather a hearty dinner, with which he took 


invariably but one glass of wine.” 


III 


Moderation and balance permeated Madison’s whole thought. At 
the Constitutional Convention he took a middle position between 
what would be called today the Right and the Left, between men 
like Hamilton who distrusted the people, and those like Wilson 
who had confidence in them. In Madison’s view, people, whether 
American or other, were neither inherently good nor naturally 
bad; they are, he argued, what society has made them. If shown 
confidence, they will be likely to reciprocate it; if degraded by 
their rulers, they will become depraved. ‘The American colonial 
experience, he pointed out, had shown that wherever a certain 
amount of freedom is entrusted to the common people they learn 
to appreciate it. “A sufficient portion of liberty,’’ he wrote, ‘had 
been everywhere enjoyed to inspire both a sense of its worth and 
a zeal for its proper enlargement.” 

On the other hand, as a student of history he was not an 
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optimist concerning human nature. The whole human record, 
he never permitted himself to forget, was full of tales of evil, 
viciousness, cruelty, and folly. Mankind’s political history, espe- 
cially the record of conferences and assemblies, he wrote in The 
Federalist (No. 37), was hardly anything more than a story of 
“factions, contentions, and disappointments, and may be classed 
among the most dark and degraded pictures which display the 
infirmities and depravities of the human character.” His sober 
appraisal of human nature was, at bottom, Calvinistic rather than 
Jeffersonian, but he was enough a child of the eighteenth-century 
enlightenment to balance his gloom with a streak of hopefulness. 
While not sharing Jefferson's optimistic faith in progress and 
human perfectibility, Madison nevertheless rejected the Hamil- 
tonian concept of total human depravity. Man, he said, is both 
good and evil, with the latter perhaps predominating. The prob- 
lem for the statesman is to find means of preventing the bad quali- 
ties in human nature from taking possession of the whole society. 

‘As there is a degree of depravity in mankind,” he wrote in The 
Federalist (No. 55), “which requires a certain degree of circum- 
spection and distrust, so there are other qualities in human nature 
which justify a certain portion of esteem and confidence. Repub- 
lican government presupposes the existence of these qualities in a 
higher degree than any other form.” 

Madison recognized that the idea of complete human depravity 
implies the impossibility of self-government. Clearly, people who 
are permanently greedy, vicious, stupid, and cruel cannot be 
entrusted with the task of administering affairs, whether private 
or public. Such an assumption about human nature means the 
abandonment of any attempt at setting up a republic—a dilemma 
that the Hamiltonians never resolved but one that Madison faced 
quite squarely. But he would not go so far as did Jefferson, who 
always insisted that only the people—that is to say, the whole adult 
population, regardless of status or income—have the right, the 


power, and the essential wisdom to rule themselves. 
Jefferson, in his First Inaugural, put the problem this way: 





MADISON AS A POLITICAL THINKER 45 


“Sometimes it is said that man cannot be trusted with the govern- 
ment of himself. Can he, then, be trusted with the government 
of others? Or have we found angels in the forms of kings to 
govern him?’ And Madison, despite his pessimism, reluctantly 
accepted this Jeffersonian logic that if one man is good enough to 
govern others, then all, or most, men have the same qualities to 
rule themselves. Cautiously he granted that there is ‘‘sufficient 
virtue” in the human character to justify the institution of self- 
government. Any other interpretation of the human psychology 
would lead, he said, to the conclusion that “nothing less than the 
chains of despotism can restrain [men] from destroying and 
devouring one another.” 

Assuming thus that man is at best imperfect, and always poten- 
tially a danger to himself and to his fellows, Madison conceived 
of government, particularly the kind of self-governing republic 
that he helped to establish in the United States, as nothing but a 
necessary evil. Government is needed for simple self-protection. 
Although Madison did not phrase it in these terms, it is clear from 
his writings that he conceived of government as a kind of jail- 
keeper whose function is to see to it that the prisoners do not 
maim or kill one another. At the same time he felt that the 
jail-keeper must not have too much power, for being himself an 
imperfect human being with all the normal passions and poten- 
tialities for evil, he would be likely to abuse it. 

To prevent such abuse, Madison advocated and worked for a 
governmental system that consisted of a series of intricate con- 
trivances known as checks and balances. Both inside and outside 
the governmental structure there were to be a number of deli- 
cately balanced wheels and cogs, each moving within its own 
delimited sphere of interest and activity but checking the others. 
Citizens were to be protected from one another, the government 
from citizens, citizens from the government, governmental depart- 
ments from other governmental departments, states from the cen- 
tral government, the central government from the states, and 
individuals inside governmental] offices from other individuals in 
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potentially rival offices. In brief, Madison and his contemporaries 
plainly trusted neither man nor government. 

This Swiss-watch concept of government, which is the underly- 
ing political philosophy of the American Constitution, was most 
clearly formulated in a memorable passage in The Federalist 


(No. 51): 


But the great security against a gradual concentration of the 
several powers in the same department, consists in giving to those 
who administer each department the necessary constitutional 
means and personal motives to resist encroachments of the others. 
The provision for defense must in this, as in all other cases, be 
made commensurate to the danger of attack. It may be a reflec- 
tion on human nature, that such devices should be necessary to 
control the abuses of government. But what is government itself, 
but the greatest of all reflections on human nature? If men were 
angels, no government wauld be necessary. If angels were to 
govern men, neither external nor internal controls on government 
would be necessary. In framing a government which is to be 
administered by men over men, the great difficulty lies in this: 
you must first enable the government to control the governed; and 
in the next place oblige it to control itself. A dependence on the 
people is, no doubt, the primary control on the government; but 
experience has taught mankind the necessity of auxiliary pre- 
cautions. 

This policy of supplying, by opposite and rival interests, the 
defect of better motives, might be traced through the whole system 
of human affairs, private as well as public. We sce it particularly 
displayed in all the subordinate distributions of power, where the 
constant aim is to divide and arrange the several offices in such a 
manner as that each may be a check on the other—that the private 
interest of every individual may be a sentinel over the public 
rights. ‘These inventions of prudence cannot be less requisite in 
the distribution of the supreme powers of the State. 


These “inventions of prudence” were necessary not merely as a 
corrective of human defects but also as a safeguard of economic 
and group interests. Madison, unlike some of his more romantic 
contemporaries, had a theory of society which certain modern 
Socialists and Marxists have claimed as akin to their own. He 
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conceived of society as a body of men divided along lines of 
special interest—mainly but not exclusively economic in origin. 
Historically, he pointed out, such special-interest groups tended 
to organize into factions, which he defined as “a number of 
citizens . .. who are united and actuated by some common impulse 
of passion, or of interest, adverse to the rights of other citizens, or 


to the permanent and aggregate interests of the community.” 

In Number 10 of The Federalist Madison specifically formu- 
lated his concept of the economic basis of social-political action in 
terms that are almost Marxist: 


But the most common and durable source of factions had been the 
various and unequal distribution of property. Those who hold 
and those who are without property have ever formed distinct 
interests in society. ‘Those who are creditors, and those who are 
debtors, fall under a like discrimination. A landed interest, a 
manufacturing interest, a mercantile interest, a moneyed interest, 
with many lesser interests, grow up of necessity in civilised nations, 
and divide them into different classes, actuated by different senti- 
ments and views. The regulation of these various and interfering 
interests forms the principal task of modern legislation, and 
involves the spirit of party and faction in the necessary and 
ordinary operations of the government. 


This sober recognition of the “class” divisions of society led 
Madison to an additional conclusion: that there exists also an 


inescapable division of opinions. He wrote: 


As long as the reason of man continues fallible, and he is at liberty 
to exercise it, different opinions will be formed. As long as the 
connection subsists between his reason and his self-love, his 
opinions and his passions will have a reciprocal influence on each 
other; and the former will be objects to which the latter will 
attach themselves. The diversity in the faculties of men, from 
which the rights of property originate, is not less an insuperable 
obstacle to a uniformity of interests. The protection of these 
faculties is the first object of government. From the protection of 
different and unequal faculties of acquiring property, the posses- 
sion of different degrees and kinds of property immediately results; 
and from the influence of these on the sentiments and views of the 
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respective proprietors, ensues a division of the society into differ- 
ent interests and parties. 


Here we have the core of Madison’s political thought, and it is 
interesting to note how Madison, assuming more or less the same 
premises as those of the Marxists, came to different conclusions. 
Where the orthodox Marxists embrace the idea of class conflict 
following the recognized class divisions, Madison, likewise accept- 
ing class divisions as basic to society, concluded that the only way 
to alleviate such strife is to attempt to harmonize all interests 
through the use of government. His reasoning here was tight and 
logical. How, he asked, do you cure the “mischiefs of faction’? 
There are, he answered, two possible ways of doing it. One is 
to remove the causes, and the other is to change the effects. How 
do you remove the causes? Again, he replied, there are two 
methods: first, to make every person uniform in his passions, 
ideas, and interests; second, to destroy the freedom of action and 
thought that permits diversity and conflict. The first way, that 
of uniformity, is clearly an impossibility. The second, Madison 
pointed out, is a remedy “worse than the disease,” since freedom 
is a prime necessity to civilized society. ‘Liberty,’ he wrote, “‘is 
to faction what air is to fire, an aliment without which it instantly 
expires. But it could not be less folly to abolish liberty, which is 
essential to political life, because it nourishes faction, than it 
would be to wish the annihilation of air, which is essential to 
animal life, because it imparts to fire its destructive agency.” 

What, then, does one do in this case? To begin with, Madison 
proposed, you openly recognize and accept the existence of human 
diversity, whether in opinion or in property. Secondly, you con- 
trol the effects of such diversity, that is to say, conflicts, by making 
government protect each interest or “faction.” Government can 
best do so by preventing any one group or party from invading 
the rights of any other. That, according to Madison, is the pri- 
mary object of government. 

To play this role of umpire, government must itself remain 
neutral. It must be circumscribed by a clear definition of its 
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powers, and balanced by a sharp separation of functions. “No 
political truth,” he wrote in The Federalist (No. 47), “is. . . of 
greater intrinsic value . .. than that . . . the accumulation of all 
powers, legislative, executive and judiciary, in the same hands, 
whether of one, a few, or many, and whether hereditary, self- 
appointed, or elective, may justly be pronounced the very defini- 
tion of tyranny.” Government must never be too strong or too 
weak. “It is a melancholy reflection,” he wrote to Jefferson, 
“that liberty should be equally exposed to danger whether the 
Government have too much or too little power, and that the line 
which divides these extremes should be so inaccurately defined by 
experience.” 

Madison’s own experience and enormous reading convinced 
him that the answer lay in this concept of the exquisitely balanced 
middle. Government must have enough power—but just enough 
—to carry out its main task, the protection of liberty and prop- 
erty. As he said during the bitter debate at the Virginia Consti- 
tutional Convention, when he had to defend the federal Constitu- 
tion against such brilliant but erratic men as Patrick Henry (June 
14, 1788): “That the laws of every country ought to be executed, 
cannot be denied. That force must be used if necessary, cannot 
be denied. Can any government be established, that will answer 
any purpose whatever, unless force be provided for executing its 
laws?” But government must not have so much force as to threaten 
the rights and possessions of the citizens. ‘That, Madison said, was 
the main purpose of the federal Constitution, or of any good 
republican constitution—to defend “liberty against power, and 
power against licentiousness, and . . . [to keep] every portion of 
power within its proper limits.” 


IV 


On another fundamental question, and one that disturbed many 
of his contemporaries, especially at the Constitutional Convention, 
Madison was equally clear-eyed. I am referring to the problem 
of majority versus minority rule. At the convention there were a 
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number of delegates who shared, without necessarily expressing 
themseives with the same brutal frankness, Hamilton’s distrust of 
and contempt for mankind. “Take mankind in general,’’ Hamil- 
ton said at the convention (June 22, 1787), “they are vicious... 
One great error is that we suppose mankind more honest than 
they are.’’ Such an assumption of human viciousness and dis- 
honesty militated against the establishment of any republic and 
against the granting of the suffrage to most of the people in the 
country. Madison struggled, and with considerable success, 
against this image of hopelessness. 

First of all, he insisted, only a republican form of government 
is worthy of civilized man. Secondly, such a government must be 
based, not on any one faction or group, but on the majority of 
the people. And finally, the danger of majority tyranny or 
viciousness, while it is always potentially or actually present, can 
be checked through proper governmental mechanisms. “We may 
define a republic,” Madison wrote in The Federalist (No. 39), 
“. . . [as] a government which derives all its powers directly or 
indirectly from the great body of the people, and is administered 
by persons holding their offices during pleasure, for a limited 
period, or during good behaviour. It is essential to such a govern- 
ment that it be derived from the great body of the society, not 
from an inconsiderable proportion, or a favoured class of it... . 
It is sufficient for such a government that the persons administer- 
ing it be appointed, cither directly or indirectly, by the people.” 

That being the case, how did Madison propose to protect the 
society—-especially the supreme values of liberty and property— 
from the encroachments of a potentially ignorant majority which 
could be swayed by some demagogue? Madison knew from history 
that such a peril exists; he admitted that liberty has often been 
lost through what he called the “licentiousness’” of turbulent 
majorities, and that often in the past the “majority trampled on 
the rights of the minority” and thereby produced despotism. But 
the answer, Madison argued, lies not in depriving the people at 
large of any voice in the government, but in increasing group 
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interest and participation. Here again his concept of balance 
came into play. In essence, he said, the more you divide interests 
and spread powers, the safer you are. Large numbers of special 
interests, whether deriving from property or from opinion, will 
not easily combine into a majority that will threaten the minority. 

In a brilliant speech at the Constitutional Convention, on June 
6, 1787, Madison most clearly summarized his whole philosophy 
of federal republicanism, with its widest possible distribution of 


powers and the scattering of sovereignties. He said: 


All civilized societies would be divided into different sects, fac- 
tions, and interests, as they happened to consist of rich and poor, 
debtors and creditors, the landed, the manufacturing, the com- 
mercial interests, the inhabitants of this district, or that district, 
the followers of this political leader or that political leader, the 
disciples of this religious sect or that religious sect. In all cases 
where a majority are united by a common interest or passion, the 
rights of the minority are in danger. What motives are to restrain 
them? A prudent regard to the maxim that honesty is the best 
policy is found by experience to be as little regarded by bodies 
of men as by individuals. Respect for character is always dimin- 
ished in proportion to the number among whom the blame or 
praise is to be divided. Conscience, the only remaining tie, is 
known to be inadequate in individuals: In large numbers, little is 
to be expected from it. Besides, religion itself may become a 
motive to persecution and oppression. ‘These observations are 
verified by the histories of every country ancient and modern. In 
Greece and Rome the rich and poor, the creditors and debtors, as 
well as the patricians and plebeians alternately oppressed each 
other with equal unmercifulness . . . We have seen the mere 
distinction of color made in the most enlightened period of time, 
a ground of the most oppressive dominion ever exercised by man 
over man... The lesson we are to draw from the whole is that 
where a majority are united by a common sentiment and have an 
opportunity, the rights of the minor party become insecure. In a 
republican government the majority if united have always an 
opportunity. The only remedy is to enlarge the sphere, and 
thereby divide the community into so great a number of interests 
and parties, that in the first place a majority will not be likely at 
the same moment to have a common interest separate from that of 
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the whole or of the minority; and in the second place, that in case 
they should have such an interest, they may not be apt to unite in 
the pursuit of it. 


This idea of the need and desirability of a large number of 
divided and balancing interests, whether material or mental, also 
underlay Madison's attitude toward religion and property. He 
shared with Jefferson a lifelong passion for religious freedom and 
distrust of any and every kind of clericalism. History taught him 
that established churches, relying on the power of the state, cre- 
ated “ignorance and corruption.’” The exercise of religion, he 
insisted, should be completely separated from government, so that 
every person is free to worship, or not to worship, where, how, and 
what he pleases. Man, he said, ‘‘is accountable to his God alone,” 
and not to any priest or hierarchy. Complete religious liberty for 
every individual and every sect, Madison argued, not only would 
free the human mind from that “religious bondage [that] shackles 
and debilitates it, and unfits it for every noble enterprise,” but 
also would lead to harmony in society. Instead of any one church, 
Madison therefore favored a multiplicity of sects, because the 
existence of a large number of religions would, among other 
things, prevent any one from dominating the others. 

Madison was to a large extent instrumental in establishing 
“freedom of religious opinions & worship” in the United States. 
In the first Virginia Constitution, which he helped to draw up, he 
inserted the provision for the “free exercise of religion according 
to the dictates of conscience.” In 1785, when an attempt was 
made in the Virginia legislature to impose a tax on the people for 
the support of “teachers of the Christian religion,’’ Madison led a 
masterful and successful attack on the bill. During the course of 
that conflict he wrote A Memorial and Remonstrance Against 
Religious Assessments, which still remains a classic statement of 
religious freedom. In this work he wrote: 


We remonstrate against the said bill because we hold it for a 
fundamental and undeniable truth “that religion, or the duty 
which we owe to our Creator, and the manner of discharging it, 
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can be directed only by reason and conviction, not by force or 
violence.” The religion, then, of every man must be left to the 
conviction and conscience of every man; and it is the right of 
every man to exercise it as these may dictate... 

Because, finally, “the equal right of every citizen to the free 
exercise of his religion, according to the dictates of conscience,” 
is held by the same tenure with all our other rights. If we recur 
to its origin, it is equally the gift of nature; if we weigh its 
importance, it cannot be less dear to us . . . Either, then, we must 
say that the will of the legislature is the only measure of their 
authority, and that in the plenitude of that authority they may 
sweep away all our fundamental rights, or that they are bound to 
leave this particular right untouched and sacred. Either we 
must say that they may control the freedom of the press, may 
abolish the trial by jury, may swallow up the executive and 
judiciary powers of the state... ; or we must say that they have no 
authority to enact into a law the bill under consideration. 

We, the subscribers, say that the General Assembly of this com- 
monwealth have no such authority. And in order that no effort 
may be omitted on our part against so dangerous an usurpation, 
we oppose to it this remonstrance; earnestly praying . . . that the 
Supreme Lawgiver of the Universe ... may .. . guide them 
. .. [to] establish more firmly the liberties, the prosperity, and the 
happiness of the commonwealth. 


A few years later, in 1789, it was Madison, as a member of the 
first Congress of the United States, who led the movement for the 
passage of the Bill of Rights, which was to guarantee, forever, the 
basic liberties, including religious, of all Americans. It may be 
added that in introducing the first draft of the Bill of Rights he 
formulated certain basic principles of freedom which were con- 
sidered somewhat too radical: “That all power is originally vested 
in, and consequently derived from, the people, that government is 
instituted and ought to be exercised for the benefit of the people 
.. .; that the people have an indisputable, inalienable and inde- 
feasible right to reform their government, whenever it be found 
adverse or inadequate to the purposes of its institution.”’ 

Madison's views of religious liberty formed an integral part of 
his whole philosophy of freedom, which embraced both material 
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and spiritual objects. He argued that the possession of property 
could not, and should not, be separated from the possession of 
opinions, whether intellectual or religious. A human being, as a 
member of civilized society, he insisted, must have a right to 
property and a property in rights. As no just society can deprive 
a citizen of his material property, so it cannot take away his free- 
dom of expression, which Madison regarded as a fundamental 
property right. For he conceived of property not merely as mer- 
chandise or money, but as a totality of possessions which ‘‘embraces 
every thing to which a man may attach a value and have a right.” 
In a remarkable essay on property and liberty,’* Madison thus 
formulated his theory: “A man has property in his opinions and 
the free communication of them. He has a property of peculiar 
value in his religious opinions, and in the profession and practice 
dictated by them. He has:property very dear to him in the safety 
and liberty of his person . . . In a word, as a man is said to have a 
right to his property, he may be equally said to have a property 
in his rights.” 


In sum, Madison may be described as a striking historic figure, 
deserving to rank among the very great Americans who created 
this republic. He was a man of almost classic virtues—a states- 
man, a selfless patriot, and a political philosopher who was in the 
fortunate position of being able to translate his thought into living 
institutions. As one of the major architects of the American 
democracy, the “Father of the Constitution” deserves to be better 
and more widely known than he is. 

As he lay dying, Madison uttered this “Advice to my Coun- 
try:”’ 8 “The advice nearest to my heart and deepest in my convic- 
tions, is that the Union of the States be cherished and perpetuated. 
Let the open enemy to it be regarded as a Pandora with her box 


opened, and the disguised one as the serpent creeping with deadly 


wiles into Paradise.” 


12 In National Gazette, March 29, 1792. 
18 From an 1835 manuscript in New York Public Library Manuscript Division. 





FREE ENTERPRISE AND 
DEMOCRACY 


BY KARL DE SCHWEINITZ, JR. 


pn Schumpeterian prognosis about the future of capitalism 
has intrigued most economists.!. But it has been an ephemeral 
intrigue, like the infatuation of the small child with his shiny new 
Christmas toys. The child returns to the proved gadgets of the 
kitchen drawer, and the economist to the proved gadgets of con- 
ventional analysis. Neither economist nor child knows what to do 
with his new contrivance. 

The failure to assimilate Schumpeterian ideas is not wholly 
the fault of economists. Much of the argument in Capitalism, 
Socialism, and Democracy is assertion or refined judgment. 
Schumpeter dealt with concepts that are grandiose, immeasurable, 
and elusive—for example, “the destruction of the protecting 
strata” or “the sociology of the intellectual.’’ His ideas are of 
such importance, however, that they cannot be dismissed lightly, 
and in this paper I propose to examine one of the issues he 
has raised. That issue is the compatibility of democracy and 


capitalism—though capitalism is not quite the correct term, since 
its sociological overtones make it difficult to manage; more prop- 
erly the issue is enterprise versus democracy. 

This issue is important for two reasons. One, a restricted 
analysis can, I believe, throw additional light on one of Schum- 
peter’s hypotheses: that capitalism nurtures a hostility to its social 


order. And two, the easy reconciliation of enterprise and de- 
mocracy may rest on the historica] juxtaposition in early nine- 
teenth-century England of the development of the market and 


1 Joseph A. Schumpeter, Capitalism, Socialism, and Democracy, 3rd ed. (New 
York 1950) pp. 59-165. The paper that follows will necessarily be of a speculative 
and interpretative nature. For an interesting analysis of Schumpeter’s thesis see 
Donald Dewey, “Professor Schumpeter on Socialism: The Case of Britain,” in 
Journal of Political Economy, vol. 58 (June 1950) pp. 187-210. 
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J 
the extension of the franchise to the middle classes. Since the 
industria! revolution the franchise has been further extended, 
and many groups that formerly were politically inept have ac- 
quired political “know-how.” The electorate is becoming more 
articulate. 

For these reasons I believe it is worth while to examine the 
interactions between enterprise and democracy. Are they in- 
terdependent or mutually antagonistic? In order to answer this 
question I shall assess the significance of the enterprise market in 
terms of the political wants it engenders. Then I shall ask how 
these wants impinge on the market. And finally I shall modify the 
conclusions by introducing the influence of non-market values. 


The Market Economy and Political Wants 


By democracy I mean majoritarianism, the political process in 
which sovereignty rests ultimately with the people and manifests 
itself through majority vote. This is a controversial definition 
of democracy, for there are certain areas in the political process 
where the majoritarian principle may not be applicable. I shall 
proceed without examining these areas. For my purposes it is 
sufficient to suggest that a democratic government will respond 
in some degree to the mandate of the majority. 

By enterprise I mean the competitive price system. In its 
purest form a price system is a value system. Competitive price 
organization, in addition to being a value system, is also a power 
system. Just as a church must employ techniques to compel ob- 
servance of its value objectives, so must competition use power 
to achieve its value objectives. 

Market choice is the vehicle through which value is expressed 
and power exerted. The results of market choice are continually 
presented to entrepreneurs in the form of marginal cost and 
price (or factor prices and value of marginal product), and these 
are the criteria that guide their decisions. When the preferences 
of consumers or of resource-owners change, the criteria will re- 
flect the change, thus compelling a response from entrepreneurs. 
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If price falls, in relation to marginal cost, an entrepreneur must 
cut back his production. The threat of financial loss forces him 
to reconsider his position. 

This obviously refers to short-run decisions by entrepreneurs. 
In the long run the entrepreneur can invest in innumerable lines 
of production. Nothing appears to dictate his choice: he may 
invest in enterprise already proved profitable, or he may seek 
new and untrodden fields. But regardless of his decision, he 
will prove successful only if he reckons with the powers of in- 
dividual choice. If he expands existing profitable capacity, he 
is responding to the mandate of the consumer. If he offers a 
new commodity or service, he must obtain the allegiance of the 
consumer in order to operate profitably. In a free market the 
entrepreneur cannot bludgeon the consumer into buying. 

Similarly, in democratic government elected officials cannot 
ignore the mandate of the voters. Their discretion is limited by 
the necessary acquiescence of the majority, and the intervals be- 
tween elections have effects comparable to those of the economic 
long run. Administrative discretion apparently expands, but 
ultimately it is limited by the immediacy and reality of the peri- 
odic elections. 

The perfectly competitive price system is an analytical ideal. 
Competition in the real world is of a different order. Its im- 
perfections are legion. Monopoly, advertising, imperfect knowl- 
edge, indivisibilities, or other immobilities may prevent the at- 
tainment of the analytical ideal. Such imperfections, however, do 
not completely invalidate the tendencies implicit in the analysis. 

The market is but one institution through which individuals 
try to satisfy wants. The family, trade unions, the church, or 
government, to name but a few, are also providers of want satis- 
faction. Political man constantly strives to attain his ends through 
these multitudinous institutions. It is necessary, therefore, to 
develop rules that define the relations among these institutions 
so that conflict will be minimized. This function is discharged 


by the state. 
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The democratic state responds to the mandate of the majority. 
Consequently the role of any particular institution will be modi- 
fied or expanded in accordance with the will of the majority. 
The character of the market, then, can be expected to change 
in response to the changing mandate of the electorate. How 
much the market will change depends in part on the extent to 
which individuals can exercise political controls over the leaders 
of enterprise. In other words, do individuals have sufficient 
power in the market to compel its operation in their interests? If 
not, they will seek want satisfaction through institutions over 
which they co have effective power. The market may then be 
modified. 

I have briefly outlined the power system of competitive or- 
am But how can we tell whether individuals possess 
suffiSent power to compel its operation in their interest? The 
answer to this question depends on the type of wants that com- 
petition generates. Individuals bring to the market preferences 
that they attempt to satisfy through the balancing of marginal ex- 


penditures. The forces of the market, however, mold wants which 
preclude a finite rational calculation. I shall call these political 


wants. 

Four such political wants immediately spring to mind: one, 
the collective or communal wants of society; two, the demand for 
a greater degree of income equality; three, the demand for pro- 
tection from competition; and four, the demand for full employ- 
ment. I shall consider each of these in the context of political 
democracy, and evaluate their influence on the market economy. 


Collective Wants 
If we relied completely on the price systern for the satisfaction 
of wants, we would compel many members of society to lead 
drab and insecure lives. Too many significant wants would re- 
main unsatisfied—for example, the demand for education, na- 
tional defense, police protection, or municipal parks. When 
large numbers of people have been disfranchised in the market, 
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pressure builds up on extra-market organizations to take com- 
pensating action. It is not necessary for the disfranchised people 
to take the initiative themselves in developing concrete programs 
of action. In the democratic process political leaders evaluate 
the needs of the people, and make their appeal on the basis of 
their evaluation. The success of the political leader depends in 
part on his ability to evaluate correctly the needs of the people. 

Two questions become manifest: To what extent are these extra- 
market organizations, in particular the government, incompatible 
with the market? And is there anything in the functioning of 
the market that impels the growth of collective wants? 

The second of these questions is the more significant, for at 
any moment of time the satisfaction of a collective want by the 
government will appear not only compatible with the market, 
but dependent on it. Implied in the metamorphosis of a want 
from the individual to the collective level is the replacement of 
individual calculation by a collective calculation. Collective 
calculation, however, depends on a market which correctly states 
the cost of resources. So long as the preponderance of costs is 
determined in the market through individual choice, the govern- 


ment suppliers of a service are correctly informed of the terms of 
choice. But if large quantities of resources are allocated to col- 
lective production, the prices in the individual markets become 
more tenuous indicators of cost. Consequently, it is the possi- 
bility of an increase in collective allocation relative to individual 


allocation that poses the threat to the market. 

The related processes of competition and technological change 
widen and deepen the market. This implies an increase in income 
capable of sustaining the larger market and greater specialization. 
Growth of this type suggests two conditions that influence the 
development of collective wants: one, the economy becomes in- 
creasingly interdependent, thus magnifying the importance of each 
of its component parts; and two, the increases in income permit 
people to buy more leisure. 

Increased economic interdependence impresses on the indi- 
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vidual consciousness the essentially public nature of so-called 
private enterprise. ‘Bottleneck’ becomes accepted vernacular. 
The closing down of West Virginia coal mines can threaten the 
normal functioning of the whole economy. Concomitantly, 
specialization impairs the capacity of individuals to adapt them- 
selves to unforeseen contingencies. ‘Thus, on the one hand, the 
problems of an advanced market economy become more com- 
plex, and, on the other, the individual becomes less able to cope 
with them. The growth of the market economy, then, gradually 
stimulates a greater interest in those collective decisions which 
can insulate the individual from his weaknesses in the market. 

While growing economic interdependence and decreasing indi- 
vidual resilience foster a need for collective decision-making, the 
second factor, increased leisure, makes possible a greater aware- 
ness of the importance of these needs. When workers must 
expend a substantial part of their energy in producing national 
income, they are likely to be politically quiescent. Leisure, how- 
ever, satisfies a requisite for popular political action. Workers 
can produce income and still retain the energies needed to join 
organizations and read social and political literature. In short, 
leisure affords people the opportunity to express their needs 
(indeed, I suspect that a strong and politically effective inde- 
pendent union movement is not possible until national income is 
sufficiently high to afford the working population considerable 
leisure). 

Not only does leisure tend to increase the number of people 
concerned about collective wants; it influences the quality of 
people’s demands as well. Why, for instance, should the avail- 
ability of medical services of some given quality be governed by 
effective demand? The enlightenment that can come with leisure 
may expand the demand for some services at a rate faster than 
the increase in individual resources. ‘The consequent frustra- 
tions may further stimulate interest in group action. 

An examination of collective wants does not by itself throw 
much light on the issue of democracy versus enterprise. Be- 
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cause of their existence the people, through the state, will com- 
pel the allocation of some resources to the public sector of the 
economy. It is possible, however, that enterprise will continue to 
generate such high levels of income that, proportionately, collec- 
tive allocation will be insignificant. It is thus necessary to evaluate 
the effect of other political wants in order to ascertain whether 
they accentuate or offset the influence of collective wants. 


The Demand for Greater Income Equality 


Inequality has always disturbed man’s conscience and taxed his 
powers of rationalization. The surprising thing in the market 
economy is not that there are demands for greater income equality, 
but that the demands have not been more insistent. Given the 
scarcity of resources and the diversity of individual abilities, in- 
equality is inevitable. But a world of inequality harbors a strong 
potential of conflict between the haves and the have-nots. In- 
equality is a source of social instability, and its presence must be 
counteracted by an equally strong stabilizer. 

A stabilizer in medieval society was the Christian ethic. If 
life on this earth is an ephemeral and unimportant phase of total 
existence, then the injustices of the mundane world are of little 
consequence. With the knowledge that obedience to church and 
king would be rewarded in heaven, medieval man suffered in 
silence. 

In an enterprise society a stabilizer is individualism. If people 
believe that hard work and intelligent application of their abilities 
will be rewarded with material success in this world, they will 
endure current injustices in the belief that they are temporary. 
I do not mean temporary in the sense of one or two decades, or 
even a generation. If individualism served this function only 


when a person could expect material’ advance ia his lifetime, it 
would be a weak stabilizer, for most people do not, themselves, 
move very far up the income ladder. What is important in this 
connection is that people believe their efforts will in any event 
improve the lot of their progeny. 
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I shall contend that the growth of the market economy leads 
to an increasing concern about the pattern of income distribution 
itself, and furthermore, that stabilization is sought by reducing 
the degree of income inequality. 

The competitive forces of the market produce a staggering 
variety of goods and services. The cost, however, is high, in terms 
of the income inequality created. Individuals do not rigidly 
departmentalize the institutions through which they seek their 
ends. The equalitarianism implied in democratic government 
influences individual attitudes about the market economy. In- 
equality in market voting appéars, and is, inconsistent with equal- 
ity in government voting. 

I should make it clear that by income distribution I mean 
the distribution of money income, not real income. People calcu- 
late income in money terms; they do not deflate or inflate money 
income by some real factor. And this “money illusion,” per- 
petuated by a market economy, motivates the type of political be- 
havior which may place strictures on the operation of the market. 
In this context it is unimportant that such practices as price dis- 
crimination or product differentiation may modify the money 
distribution of income in favor of low-income recipients. 

The people of today pay for many goods and services that were 
formerly provided in the home or community, and this expansion 
of the market has, in effect, made price a more ubiquitous ele- 
ment in daily living. Consequently a type of calculation is 
facilitated which is difficult, if not impossible, where transactions 
are in real terms. The individual can weigh alternatives and 
balance expenditures at the margin, and for this reason he has 
what appears to be a definitive means for comparing his economic 
status with that of any other individual. Money permits com- 
parison, and the greater the efficacy of money as indicated by the 
extent and scope of prices, the greater the importance of the 
comparison. 

In economic analysis it is traditional to assume the independence 
of individual preference scales, but this assumption can hardly 
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pass the test of introspection. Want formation is fundamentally 
a social process, and thus the wants of any one individual are in- 
fluenced by what other people have. Money income measures 
what other people have. Money income also lends itself to manip- 
ulation through private and social policy. So long as there are 
“those with more” there will be pressure for income redistribu- 
tion. Furthermore, this pressure will increase with the expansion 
and growth of the market. 

It may be asked whether there are not forces in the market which 
in part offset the pressure for income equalization—for instance, 
the effect of savings on capital accumulation and hence productiv- 
ity. One might argue that since most people are interested in 
a rising standard of living they want a sufficient degree of in- 
equality to bring forth voluntarily the requisite savings. ‘The 
difficulty with this argument is that the goal of a rising standard 
of living is not sufficiently concrete or real to offset the immediacy 
of the goal of greater income equality. The former is a long-run 
goal, the latter a short-run goal. People are constantly reminded 
of inequalities in the distribution of income, whereas at any 


given time it is difficult to measure or feel the effects of a supply 


of savings. 

There are, however, restraints on the pressure for income 
equalization. People may be unwilling to deny themselves an 
opportunity to obtain a more favored position on the income 
ladder. How effective a restraint this is depends on the indi- 
vidual’s faith or confidence in his ability thus to improve his 
position. One might argue that the American heritage is such 
that faith in individual capacities is the cardinal value, and that 
income inequalities are essential to bring these inherent capacities 
to the surface; in this event the restraints will be strong. On the 
other hand, one might just as well argue that the size of the 
modern market and of industrial organizations makes advance- 

2 For an extremely interesting attempt to incorporate the interdependence of 


preferences into economic analysis, see James S. Duesenberry, Income, Savings, and 
the Theory of Consumer Behavior (Cambridge, Mass. 1949). 





64 SOCIAL RESEARCH 


ment a remote goal, and that individuals are compelled to think 
in terms of group advancement; if this is true, the restraints on 
income equalization will be weaker. 

However weak or strong the restraints, the goal of greater 
equality remains. Does it lead to a type of behavior that modifies 
the market? Obviously it does. Through government, income 
distribution has already been strongly modified in the United 
States: the constituency will not tolerate the unalloyed market 
distribution. True, it can probably be shown that such income 
redistribution as we have had has not fundamentally damaged the 
market, that taxation has done nothing more than remove eco- 
nomic rents. But what of the future? 

If the argument is correct that income redistribution is be- 
coming more important to the political electorate, we may an- 
ticipate a more conscious effort on the part of government to 
redistribute income. I am not attempting to argue that the 
government will redistribute income through fiscal policy. It 
is sufficient to establish the intent. It has not been fashionable 
to think of government fiscal policy as a redistributive mechanism. 
We justify progressive income taxation with the euphemism “‘abil- 
ity to pay.”” We distribute relief benefits and low-cost housing 
to the poor on the grounds of expediency. 

The use of the government fisc explicitly for the purpose of 
redistribution might prove disturbing to the market economy. 
Fiscal experts maintain that the national income becomes in- 


creasingly resistant to tax extractions as the tax rates become 
higher. A punitive tax structure destroys the source of govern- 
ment revenue, and such destruction is inimical to enterprise. An 


administration that is revenue-conscious will not knowingly ex- 
ceed the danger point—wili not push tax rates so high that revenues 
fal!. This merely means, however, that redistribution may be 
effected through other channels, for example through the na- 
tionalization of key industries. Income equalization is not, of 
course, the only motive for nationalization; it may be unimportant 
in comparison with other motives and at the same time reinforce 
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them. But it is unnecessary to discuss these other channels 
whereby redistribution may be effected. The point is that the 
stubbornness of a tax structure will not preclude further at- 
tempts at redistribution. 

The government is not the only institution through which in- 
dividuals seek their ends. In the context of income redistribution 
the union may be a more significant institution than the govern- 
ment. Anyone who casually glances at newspaper headlines is 
familiar with labor’s drive for more. Customarily union leaders 
do not emphasize the redistributive aspects of their wage demands. 
They speak of “a living wage,” “equal pay for equal work,” or 
the proper balance between wages and profits. But certainly a 
strong reason for demanding higher wages is the existing degree 
of inequality. As long as some people have more, the union 
will want a share of that ‘‘more.” 

Again I am not trying to establish any relationship between 
union wage demands and the distribution of income. Indeed, the 
empirical evidence seems to indicate that the division of the 
national product among wage-earners, profit-takers, land-owners, 
and capital-suppliers has not been substantially altered by the 
development of the union movement. But whether or not the 
unions have redistributed income, the attempts to do so disturb 
the market economy. Both the inflation and the deflation po- 
tentials are accentuated. The rigidities introduced by excessive 
wage demands increase the likelihood that aggregate income, 
rather than individual prices, will provide the adjusting mecha- 
nism for shocks to the economy.® 

This, of course, does not herald the demise of the competitive 
market. It does, however, impair its adaptability. On the one 


3 See Charles E. Lindblom, “Some Aspects of the Interrelationships between Labor 
Unions and the Competitive Price System,” in Quarterly Journal of Economics, vol. 
62 (November 1948) pp. 671-97. The thesis of that article was expanded by Lind- 
blom in his Unions and Capitalism (New Haven 1949). He argues most persuasively 
that labor unions are undermining the competitive price system. My thesis does 
not necessarily deny this, but suggests that there are larger forces at work, the 
forces embodied in the democratic political process. 
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hand, the maintenance of full employment with a rising price level 
stimulates rather than mitigates the demands of labor for more. 
On the other hand, the prospect of deflation stimulates the de- 
mand for an offsetting government-expenditures program (of 
which more later). 


The Demand for Protection from Competition 


A third aspect of the competitive market which crystallizes po- 
litical wants is the very effectiveness of competition. Competition 
not only creates but destroys. The creation of new products and 
new techniques destroys the old ways of doing things. The many 
individuals who have a vested interest in the old methods do 
not idly stand by as the economic organization emasculates their 
skills or investment. Resale price maintenance, make-work rules, 
and tariff rates are but a few of the all-too-familiar examples of 
the unwillingness of individuals to accept the verdict of the 
market. 

Is competition likely to become a stronger or a weaker force 
in the market? Or, to put it another way, is the market ossified 
for lack of competition? According to some interpretations this 
would seem to be the case. The competitive model is built on 
a foundation of firms which, because of increasing costs, cannot 
expand sufficiently in relation to the market to have any appreci- 
able influence on price. It has not been uncommon for economists 
to seize upon size as the criterion of the degree of competition 
in an economy. 

Size in itself is an inconclusive and deceptive indicator of com- 
petition. More relevant is the size of business firms in relation 
to the market or to the proliferation of new commodities. Given 
firms of fixed size, an extension of the transportation system or 
the appearance of a new commodity will increase the degree of 


competition. In other words, there are factors other than size 
which influence the elasticity of demand facing a firm. 

I would argue that in the United States the intensity of com- 
petition has increased. The quiet competition of small firms in 
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the small market has given way before the rugged competition 
of large firms in the large market. Since we lack adequate 
measures of the degree of competition, this is, of course, an as- 
sertion that cannot be proved. My argument, however, is not 
that price competition has become more intense, but rather that 
other forms of competition have become more intense. Adver- 
tising, the appearance of a new product, or changes in the quality 
of old products can be as destructive in their effects as price 
competition. 

If it is true that quiet competition has been supplanted by 
rugged competition, does it follow that the latter creates a stronger 
antithetical reaction than the former? If so, one would expect 
more insistent political pressures for the hamstringing of com- 
petition. Two reasons may be adduced to justify a contention 
that the growth of competition breeds concomitantly an increased 
desire for protection from competition. 

In the first place, the stakes of the game become higher. The 
business firm must commit itself to larger volumes of investment 
in order to produce the type of commodity demanded in the 
market. Hence the subjective cost of decision-making increases. 
Managers of business firms may not willingly comply with the 
obsolescence decisions of the market; the growth of competition 
and the market may accentuate men’s vested interest in existing 
assets. 

The publicists and editorial writers who scold Americans for 
what they call “excessive concern with security” are in effect 
railing against vested interest in existing assets. The willingness 
to take a chance, the spirit that made enterprise great, is, they 
say, disappearing. If this is true, it may be because enterprise 
has become great, and the contingent responsibilities are too 
onerous. The desire for security, then, is a derivative of the 
market. But it is not only businessmen who succumb to security 
consciousness. Workers likewise seek to protect themselves from 
the market’s caprices. A job, even more than a capital asset, 
marshals the protective spirit. 
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And in the second place, competition is a socializing process.‘ 
It concentrates large numbers of men under one roof, brings 
businessmen of similar interests into close association. Conse- 
quently the market stimulates the organization of groups that 
can translate the fear of the market into specific programs of 


political action. 
The Demand for Full Employment 


Finally, we come to the most dramatic of all the political wants 
engendered by the competitive market: the demand for protection 
from deflation and mass unemployment. 

Prolonged deflation destroys the conditions most propitious for 
the continuance of the democratic process. Democracy implies 
rational choice. Rational choice, in turn, implies an environment 
in which individuals can, and are willing to, balance and weigh 
alternatives. Mass unemployment, however, is bewildering and 
frightening; individuals may lose faith in political choice and 
by default place their collective powers in the hands of the dema- 


gogue who promises green pastures. But if government is re- 
sponsive to the mandate of the people, as democracy implies, 
ameliorative steps will be taken to prevent unemployment from 
corroding the foundations of democracy. The significant ques- 


tion is, therefore, how do these “steps” affect the market? 

First a word about the methods that might be used to combat 
unemployment. I rule out proposals calling for a general re- 
duction of product prices and factor prices. Such a policy is 
precluded by the rigidity of wage rates in the downward direc- 
tion. Labor's reluctance to permit experimentation with the 
price level springs from distrust of the market, and therefore the 
exclusion of price flexibility is a function of the political wants 
created by the market. ; 

4 Schumpeter (op. cit., pp. 156-63) speaks of the modern corporation as a socializing 
influence on the bourgeois mind, because it separates property ownership and man- 
agement: the bourgeois tend to become routine executives in a bureaucratic or- 


ganization, and consequently the scope of capitalistic motivation is reduced. I am 
using the word “socializing” in a narrower sense. 
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Also, I would anticipate a minimization of the role of tax-rate 
reductions in an anti-depression program. In one sense tax re- 
ductions are a negative approach to the problem of unemploy- 
ment, whereas in depression the demands of the political con- 
stituency require positive action. ‘Thus, among the fiscal vari- 
ables, government expenditures will be more important. The use 
of the expenditures variable is suggested, too, by the democratic 
community's bias for a greater degree of income equality. 

Assuming that I am correct in emphasizing expenditures as the 
policy variable in a deflation program, how does such a program 
affect the market? To answer this question requires the asking 
of two others. What is likely to happen to government expendi- 
tures as a proportion of private investment? And how does de- 
pression policy impinge on inflation policy? 

If government expenditures become larger, in relation to private 
investment, the government's contribution to the maintenance 
of income will become increasingly important. And conversely, 
under these conditions the role of business will decline. As in- 
come-generators, business will tend to become an appendage of 
government. More significantly, the entrepreneur may lose the 
honorific status and power accorded him in an economy mainly 
supported by entrepreneurial decision-making. The captains of 
industry will no longer lead, but will wait for and follow the 
expenditures of government.® 

Since I am abstracting from the influences outside the market, 
the future path of government expenditures will depend in large 
part on the future adequacy of private investment. The latter, 
obviously, is an ineluctable problem. Consequently I shall merely 
suggest certain relevant considerations, and make a judgment. 


5 Sidney S. Alexander, “Opposition to Deficit Spending for the Prevention of Un- 
employment,” in Income, Employment, and Public Policy, Essays in Honor of Alvin 
H. Hansen (New York 1948) p. 195, Suggests that this possibility partially explains 
the strong resistance of the business community to deficit spending: “The business 
man does not want his position as helmsman challenged. It is he, the manager or 
the entrepreneur, who is the decision-maker; and he does not want that position 
usurped by the government. What he fears from greater governmental responsibility 
is not the road to serfdom but the road from suzerainty.” 
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Recent literature in the field of income and employment has 
emphasized the problem of capital accumulation.® Unfortunately, 
or possibly fortunately, investment is a two-edged weapon; it 
creates income, but it also expands productive capacity. Thus a 
volume of investment capable of absorbing the volume of savings 
anticipated at full employment is not a sufficient condition for 
maintaining full employment over a period of time. If we assume 
stability of the consumption function, investment must expand 
in order to keep pace with the economy's increasing full-employ- 
ment savings. 

Conceptually, it is possible to distinguish two types of invest- 
ment which have different effects on the expansion of capacity: 
induced investment, which involves the duplication of existing 
production functions; and autonomous investment, which in- 
volves the development of new production functions. 

The greater an economy's dependence on induced investment, 
the smaller the rate at which its capacity expands. Some econo- 
mists have suggested that the underwriting of the private sector 
of the economy by the government guarantees markets for busi- 
nessmen, and that therefore business might undertake a sub- 
stantial percentage of the required investment.’ It is more reason- 
able to assume that government will have to spend in order to 
induce private investment. But capacity will not expand rapidly. 
The government will not have to spend significantly greater 
amounts each period in order to obtain the full-employment ob- 
jective. 

There is, however, a danger. It becomes relevant in answering 
the second of the two questions noted above—the question of 
how depression policy impinges on inflationary policy—and I 

6 See, for example, Sidney S. Alexander, “The Accelerator as a Generator of Steady 
Growth,” in Quarterly Journal of Economics, vol. 63 (May 1949) pp. 174-97; Evsey 
D. Domar, “Expansion and Employment,” in American Economic Review, vol. 37 
(May 1947) pp. 34-55, and “The Problems of Capital Accumulation,” ibid., vol. 38 


(December 1948) pp. 777-94: T. C. Schelling, “Capital Growth and Equilibrium,” 


ibid., vol. 37 (December 1947) pp. 864-76. 
7 See Domar, “The Problems of Capital Accumulation” (cited above) p. 786. 
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shall indicate the danger and consider its implications presently. 
Here it is enough to say that when an economy depends pre- 
dominantly on induced investment, the accelerator will have high 
value. Investment, then, does not increase the ratio of income 
to capital, and where that is the case the inflationary potential 
in the economy is magnified. 

Now suppose that autonomous investment is large in relation 
to induced investment. How will government expenditures be 
affected? In these circumstances the capacity of the economy 
is expanding rapidly. One might argue, therefore, that govern- 
ment expenditures will become an increasingly significant pro- 
portion of private investment. It would seem to me, however, 
that the conditions assumed resolve the problem. If the economic 
climate is propitious for autonomous investment, the gap opened 
up between savings and investment by the expanding economy can 
be filled from autonomous sources. The problem, then, becomes 
one of adjusting the economy to the spurts in private investment. 
Government expenditures adjust to the waves of private invest- 
ment, increasing or decreasing as the state of activity indicates. 

I would conclude that regardless of the assumptions made about 
the relative importance of autonomous and induced investment, 
it does not necessarily follow that government expenditures as 
a proportion of private investment will dramatically increase in 
consequence of an anti-depression policy. 

Anti-depression policy will nonetheless make an indelible im- 
pression on the economy, for it will significantly affect inflationary 
policy—and here we arrive at the second of the two questions 
posed above. The periodic appearance of unemployment creates 
in men’s minds a depression psychosis. Therefore it is more 
than likely that a dominant motive of administrative officials 
will be the avoidance of unemployment. Obviously. no ad- 
ministration cares to be saddled with the responsibility of having 
led the country into depression. 

The depression mentality is not, however, the most suitable 
frame of mind for an inflationary climate. Responsible officials 











72 SOCIAL RESEARCH 


may be loath to make full use of anti-inflationary techniques, 
simply because to be effective these techniques must be depres- 
sive. If the stops are plugged in, they may not be pulled out in 
time. Administrations may have a bias for inflationary policy, 
regardless of the economic climate. Full employment with a 
rising price level would then be a reasonable expectation. 

As indicated in an earlier paragraph, the inflationary problem 
will be accentuated if the economy depends increasingly upon 
induced investment. The filling of the deflationary gap with 
government expenditures will lead to an inflationary gap, unless 
government officials prevent it by monetary and fiscal means. But 
the heritage of the competitive market is a sort of vertigo. Gov- 
ernment officials look up rather than down; inflation is preferred 
to deflation. 

Anti-depression policy is not disruptive of the competitive 
market in the sense that it necessarily causes government ex- 
penditures to encroach persistently on private investment. It 
does, however, catalyze the process of political-want formation. 
Depression or an explosive inflation dulls the sense for democratic 
values. A mild inflation does not destroy people’s belief that 
their goals can be obtained through the democratic process, yet it 
sharpens the desire to satisfy these goals. In depression the un- 
employed demand a subsistence income, while in inflation the 
employed demand a “fair share.”” The sensitivity of the economy 
to shocks and the occasional catching of the gears of industrial 
coordination create increasing interest in collective wants, as does 
a rising price level which never at any moment of time permits 
a full adjustment of household budgets to prices.* 

In summary, competition is a “dialectical process,” for it creates 
its own antithesis. And this not because it steadily expands the 
misery and ranks of a class called the proletariat, as Marx be- 

8 Schumpeter (op. cit., pp. 415-25) had much to say about inflation as an acceler- 
ator of social change. And Kenneth E. Boulding, “Collective Bargaining and 
Fiscal Policy,” in American Economic Review, vol. 40 (May 1950) p. 316, comments 


that a long-run rising price level would make our present pension and insurance 
schemes worthless. 
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lieved, but because it crystallizes individual goals and directs 
the search for these goals toward organizations antithetical to 
competition. The demand for the satisfaction of collective wants, 
the demand for a greater degree of income equality, the demand 
for protection from competition, and the demand for full em- 
ployment are specific goals related to the market’s growth. Any 
one of these goals taken individually does not necessarily con- 
strain the market. But together they can inhibit the competitive 
market from functioning freely. 


Conclusions 


In one section of Capitalism, Socialism, and Democracy (pp. 143- 
55) Schumpeter argues that the growth of the market creates a 
hostility to its social order. On the one hand, an irresponsible 
intellectual group, which is the product of capitalistic rationality, 
develops a vested interest in unrest. On the other hand, the 
laboring masses are insufficiently sophisticated to appreciate the 
long-run advantages of capitalism. Thus the latter, burdened 
with the short-run annoyances of the market, provide the raw 
material for institutionalizing and articulating the defections of 
the former. 

On the basis of my analysis, I would say that in a limited sense 
Schumpeter is right, but for the wrong reasons. Undoubtedly 
there are large numbers of intellectuals who are critical of capital- 
istic economic and social organization. The journalistic and 
artistic outlets for the dissident intellectual are many and varied: 
the modern novel and the stage, journals of opinion ranging from 
the New Republic through the New Masses and the “little maga- 
zines” to the Daily Worker. But one wonders how effective these 
communication channels are in mobilizing and directing the 
energies of the “oppressed masses.’ Certainly the much larger 
circulation of such magazines as the Saturday Evening Post, or 
Life, or Colliers, which staunchly support the system, would sug- 
gest that the intellectuals have a limited audience. 

Furthermore, the “inarticulate’’ masses are not dependent on 
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the intellectuals for the development of plans of action. Their 
grievances are likely to be capitalized on by political parties. 
In the democratic process, candidates for office may be expected 
to appeal to the political wants of their hoped-for constituencies. 
The political leader makes the “inarticulate’’ masses articulate. 
I do not deny that the intellectuals have a role in the formation 
of opinion. I am merely suggesting that through the democratic 
process the grievances of people can be translated into concrete 
programs of action without the support of a preponderance of the 
intellectuals. 

In short, Schumpeter’s “growing hostility” is a function of the 
democratic process. The political wants formed in the market 
compel democratic government to place strictures on the market. 

But to infer from this the conclusion that enterprise is forth- 
with doomed would require the dogmatism of the extreme right 
or left. The conditions of production and distribution repre- 
sent only a part of the influences which breed political wants. 
Other values may vitiate the demands of the electorate for income 
redistribution or for protection from competition. By the same 
token it is also possible that those other values may reinforce the 
political demands that issue from the market. For example, many 
people may feel the need for a government-sponsored health 
program; and they may also think that Russian or British ex- 
perience shows that if a government sponsors such a program 
the values gained are more than outweighed by the values sacri- 
ficed. Consequently they will hesitate to urge the enactment 
of a group health program. 

To forecast what will in fact happen is not the purpose of this 
paper. Prognostication depends on individual judgment. It is 
enough to indicate that antagonisms exist between democracy and 


enterprise. 





CODETERMINATION IN GERMAN 
INDUSTRY 


BY FRIEDA WUNDERLICH 


| fight in West Germany for industrial codetermination 
has reached another stage with the enactment of the Works 
Council Law in 1952.1 Codetermination, so ably discussed in the 
article by Paul Fisher,? was intended by the labor movement to 
give German labor a decisive influence on management decisions 
and to prevent business from using its political power to the 
detriment of German democracy. It testifies to German labor’s 
opinion that employers cannot be relied on to fulfill their social 
obligations as controllers of the means of production. 

Codetermination has also a second aspect: trade-union influence 
in the plant. German trade unions, unlike the American, organ- 
ize not the shop but the individual worker. Their locals are not 
plant units, but large territorial units; most of their collective 
agreements cover the industry in a certain area. This leaves the 
union without real contact with the rank and file in the plant. 
The works councils that sprang up spontaneously in the revolu- 
tion of 1918, according to the Soviet model, were gradually trans- 
formed by the trade unions of the Weimar Republic into their 
representation in the plant, having as functions the settlement of 
workers’ grievances with management, information to unions 
about demands of the rank and file, orientation of the latter about 
trade-union policy. 

Reestablishment of the works councils after the defeat was a 
matter of immediate concern. In fact, their formation, favored 


1 Law of October 11, 1952, Bundesgesetzblatt, 1, October 14, 1952. 

2 Paul Fisher, “Labor Codetermination in Germany,” in Social Research, vol. 18 
(December 1951) pp. 449-85. See also William H. McPherson, “Codetermination: 
Germany’s Move toward a New Economy,” in /ndustrial and Labor Relations Review 
(October 1951); Oscar Weigert, “Codetermination in Western Germany,” in Monthly 
Labor Review (December 1951). 
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by the occupation authorities—who permitted the establishment 
of works councils by Allied Control Council Law 22 of April 10, 
1946—preceded the new union movement. But to form councils 


on a voluntary basis was not in line with German etatist traditions, 
and therefore Lander constitutions and Lander laws provided the 
legal basis until federal regulation became possible (the German 
Basic Law of May 23, 1949, gave the federal government concur- 
rent jurisdiction with the Lander in labor matters, with federal 
law superseding Lander laws). Federal regulation had hardly 
been achieved—in the spring of 1951 in the coal and steel produc- 
ing enterprises—when the German Trade Union Federation 
(DGB) renewed its 1950 demand for codetermination on an 
industrial and nationwide level. The Social Democratic faction 
of the Bundestag then filed a bill with the legislature, practically 
identical to the DGB’s 1950 draft law for a “reorganization of the 
German economy.” 

The reorganization proposal of the DGB advocated codeterm- 
ination not only on the enterprise level but also in policymaking 
economic agencies—that is, regional and industrywide chambers 
of commerce, handicraft, and agriculture, and advisory economic 
councils of the legislature. This latter proposal, which seems to 
revive the National Economic Council of the Weimar Republic 
in addition to Lander councils, met no opposition in principle, 
but the idea of codetermination in the various chambers—which 
is not included in the present law—is likely to become a con- 
tested issue, because such chambers have been a stronghold of 
employers. ‘We are for the entrepreneur what the union is for 
the worker,” wrote the Munich Chamber of Commerce and Indus- 
try.*. Equal union participation in these chambers is regarded by 
German employers as the first step toward the creation of socialist 
planning agencies. 

The Bundestag had to deal with three draft laws: the official 
bill of the government; one of the Christian parties which did 
not differ fundamentally from the official views; and the vitally 


8 Deutsche Wirtschaftszeitung, Handelsblatt, April 21, 1950. 
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deviating Socialist proposals in which all demands of the DGB 
reorganization plan were included (except the optional economic 
councils on the Land level, these being omitted because their 
establishment would be in the jurisdiction of the Lander, not of 
the federal government). When neither the draft law presented 
by the coalition parties nor that worked out by the labor and 


economic committees of the Bundestag satisfied the unions, the 
DGB, in powerful demonstrations and a three-day strike in the 
newspaper printing plants, demanded compliance with its 
demands. The law, however, was passed in spite of its vehement 


objections. 


In many respects the law of 1952, as accepted, with seven absten- 
tions, by a majority vote of 195 to 140 (the latter including the 
Social Democratic party, part of the Communist party, and the 
Féderalistische Union, an insignificant leftist Catholic party), fol- 
lows the old works-council law of the Weimar Republic, with a 
large increase of the councils’ power to participate in the man- 
agement of the enterprise.‘ Minor differences of opinion con- 
cerned eligibility, composition of the councils, and elections. The 
main contested issues centered around the economic functions and 
the representation in the controlling body. 

The law of 1952 provides that a works council consisting of one 
to thirty-five members, according to the size of the plani, has to be 
elected in undertakings that permanently employ five (in agricul- 


4 The works council as established by the law of 1920 was basically an employee 
shop-representation group, elected by all employees of the plant. Its main tasks 
were the settlement of grievances, enforcement of collective agreements, and nego- 
iiation of supplementary agreements on a plant level. The abolition of these 
councils was one of the first actions of Hitler in 1933, after elections to the councils 
had demonstrated the anti-Nazi attitude of the workers. The councils as provided 
by the German Linder after the defeat were similar to those of 1g20, but their 
functions were expanded. In the Eastern zone, by contrast, works councils were 
abolished in 1950, after Communist-sponsored candidates had been defeated in 
elections, and have been supplanted by union plant locals which are in fact organs 
of the Communist-dominated so-called Unity party. 
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ture, ten) eligible employees, of whom three must be eligible to 
be candidates. Socialist demands for including public under- 
takings were rejected (works councils in these enterprises are to be 
established by a special law), and air and sea transportation are 
also excluded. 

All employees of the plant who are eighteen years of age or over 
and have not been disfranchised by the courts are eligible to vote, 
except higher employees who control the hiring and discharging 
of workers. Nominations are made only by employees of the 
plant who are eligible to vote, and each nomination must be 
backed by at least one-tenth of the employees of the group and 
by not less than three employees (the Socialist demand for nom- 
ination by unions was rejected). Eligible for election as candi- 
dates are all vote-entitled employees of the undertaking who are 
twenty-one years of age or over (employers had demanded twenty- 
four years), who have belonged one year to the undertaking (the 
DGB had demanded half a year), and who are eligible to vote for 
the Bundestag. The last two requirements may be set aside by 
agreement—agreement between the majority of employees and 
the employer. 

Manual and non-manual employees have to vote separately, 
unless the groups themselves agree by separate and secret ballots 
to a united vote (the DGB had demanded a united vote, which 
would have left it in full control; the independent Federation of 
Salaried Employees had insisted upon a separate vote). ‘The com- 
position of the council is to reflect that of the two groups as far as 
possible, and the different occupations of the workers. Sexes are 
supposed to be represented according to their numbers. If over 
short periods the aggregate of workers more than doubles, and 
increases by at least twenty, the seasonal employees have the right 
to elect one to three members who can take part as consultants in 
council meetings when questions concerning non-permanent 


employees are discussed. In undertakings with at least five 


employees below eighteen years of age, these young persons elect 
their own youth delegates, who must be sixteen to twenty-four 
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years of age; these participate as consultants in all council discus- 
sions relating to youth. 

All voting is secret and according to the principles of propor- 
tional representation. Election and all other works-council 
expenses are borne by the employer. In enterprises of a character 
that makes the establishment of a works council impossible, 
another representation can be provided by collective agreement, 
with consent of the Ministry of Labor. 

The period of office of all council members is two years. At 
the request of at least one-fourth of eligible employees, or of the 
employer or a trade union representing plant employees, the labor 
court can exclude a member from the council or dissolve the 
council because of gross neglect of legal duties or rights. 

Meetings of the council take place as a rule during working 
hours, with due consideration for the interests of the plant. The 
employer can take part when he has asked for the meeting to be 
called or has been invited, and he can ask a member of his associa- 
tion to accompany him. An official of the trade union that 
represents the council members can take part if one-fourth of the 
members of the council so desire. Decisions are taken by majority 
vote if at least one-half of the members are present, and have to be 
recorded in writing. In plants with more than one hundred 
employees, special hours for consultation may be set aside during 
working hours. Members of the council are to lose no income by 
exercising their duties. 

At least once every three months the works council has to report 
about its activities to the plant assembly (consisting of all 
employees). The employer is to be invited, and may speak. 
Additional meetings may be called, and must be called if the 
employer or one-fourth of the employees so demand. The quar- 
terly meetings take place as a rule during worling hours, with no 
loss of income for the participants; all other plant-assembly meet- 
ings are called after hours, except by agreement with the employer. 
Representatives of trade unions and of plant employees—and, if 
the employer participates, a representative of his association— 





80 SOCIAL RESEARCH 


may take part in the meetings as consultants. In enterprises with 
several plants a joint council may be formed, composed of two 
members from each plant council. 

Employers and works councils, meeting once a month, are to 
work together, in cooperation with trade unions and employer 
associations, for the wellbeing of the enterprises. In particular 
they are to prevent discrimination because of nationality, religion, 
or sex, or because of political and trade-union activities; the 
Federation of Employers’ Associations had demanded that dis- 
crimination for abstention from trade-union activities be for- 
bidden, but this demand was rejected. Neither employer nor 
council is to engage in party politics in the plant. Collective plant 
agreements complementing union contracts have to be recorded 
in writing. In possible disputes between employer and council, 
a mediation or arbitration body, consisting of an equal number of 
representatives of employer and council under an impartial chair- 
man (agreed upon by both groups, or in case of disagreement, 
nominated by the president of the labor court), makes a decision 
which is final if both parties agree to it in advance or afterward. 
Disputes arising about the establishment, election, or composi- 
tion of the works councils are to be decided by the labor court. 

The works council has four main general functions: to ask the 
employer for measures in the interest of the employees; to watch 
that labor laws and collective agreements are enforced; to try to 
settle employees’ complaints with the employer; and to promote 
the employment of seriously injured persons, war veterans, and 
accident victims. The council is obliged to keep secrecy about 
confidential matters. 

The main parts of the law concern the works council's coopera- 
tion and codetermination in social, personal, and economic mat- 
ters of the plant. Social codetermination—which is not con- 
tested—is prescribed for a wide assortment of matters: the begin- 
ning and end of working hours and rest periods; the time and 
place of wage payments; the vacation plan; professional training; 
administration of welfare institutions in the plant; order and 
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discipline; regulation of piece wages; formulation of principles, 
and introduction of new methods, for wage payments. In case of 
disagreement the plant arbitration body makes a final decision. 
By collective plant agreement, measures to prevent accidents and 
other injuries and the establishment of welfare institutions may 
be regulated. The council has to cooperate in all protective 
measures and examinations of accidents. 

Participation in personal affairs (provided for undertakings 
with more than twenty employees) concerns hiring, regrouping, 
transfers that damage the employee, and dismissals. The employer 
has to inform the works council in time of all! planned hirings, 
including information about the person to be hired and the posi- 
tion to be filled. The council may object, with reasons and in 
writing, within one week. In case of disagreement the employer 
may provisionally hire the applicant, subject to the ruling of the 
labor court if the works council appeals the case within a two- 
months period. The council has the right to protest against hir- 
ings and transfers only in the following four cases: if the employ- 
ment violates a collective or plant agreement or court decision; if 
there is suspicion of personal connections in the candidacy of a 
non-qualified individual; if there is suspicion of an intention to 
discriminate against other qualified candidates for religious, 
national, sex, political, or trade-union reasons; or if it is 
believed that a candidate may disturb the industrial peace by 
illegal or asocial behavior. The labor court may terminate the 
employment. In case of hirings or layoffs in considerable num- 
bers, the council has to be informed, and when layoffs do occur 
it must cooperate in the prevention of hardship. 

The Social Democratic party protested without success against 
the weak provision whereby the works council has only a restricted 
right to veto in hiring, transfers, and changes, instead cf full 
codetermination, as provided both in its own bill and in that of 
the Christian Democratic Union, and in some Lander laws. There 
were special objections to the fact that in regard to dismissals the 
council has merely the right to be heard. (It may be mentioned 
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that, in accordance with the trade-union preference for protection 
regulated by law rather than by collective agreement, German 
employees are protected against dismissal by a law passed on 


August 10, 1951.) 

As regards cooperation in economic matters, in all plants with 
more than one hundred employees an economic committee has to 
be established which is entitled to be informed about all economic 
affairs of the undertaking. To the latter belong: production and 
work methods; the production program, the economic situation of 
the undertaking, its production and market situation; and other 
matters that essentially concern the economic interests of the 
workers. If the employer does not give the information asked for 
by the employee members, the plant arbitration body makes a 
final decision. The economic committee is composed of four to 
eight members, who must belong to the undertaking and have the 
material and personal qualifications for the work. Half of them 
are nominated by the employer, the other half by the works 
council; at least one has to be a member of the council. The 
committee meets once a month, and if the employer or his repre- 
sentative does not participate, a department chief or expert staff 
member has to take part in the meeting to discuss special ques- 
tions, if requested to do so by at least two members. Once every 
three months the employer, along with the economic committee 
and the council, has to inform the employees about the situation 
of the undertaking. Employees in undertakings with twenty to 
one hundred workers have to receive this information from the 
employer and council. 

Codetermination of the works council in economic matters has 
been restricted to consideration of changes that may damage the 
interests of substantial numbers of the employees, such as: restric- 
tion or closing down of the plant, or esvential parts of it; moving 
of the plant or essential parts to another locality; mergers with 
other plants; fundamental changes of the purpose or machinery of 
production, if not caused by changes in the market situation; 
introduction of new methods of work, so far as they are not 
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obviously due to technological progress. If no agreement is 
reached in these questions an official authority may be asked to 
mediate, or if this does not lead to a settlement a special media- 
tion body may be formed, with one assessor named by the 
employer and one by the works council, under an impartial 
chairman on whom both agree. Employer and works council may 
provide for another mediation body. If the employer dismisses 
workers without compelling reasons, contrary to a settlement or 
settlement proposal of the mediation body, the dismissed workers 
may sue for compensation in the labor court. Rules about code- 
termination in economic affairs do not apply to undertakings 
with fewer than twenty employees, or to enterprises that serve 
political, trade-union, religious, charitable, educational, or artistic 
purposes. 

The unions resent the rejection of the Social Democratic pro- 
posals whereby the labor members of the economic committee 
would have been given the right to codecision concerning essen- 
tial reorganizations. They regard the law’s provisions concerning 
the right to collaboration in economic matters as merely an 
attempt to put on the works council the responsibility for essen- 


tial disadvantages. 


II 


In the struggles leading to the enactment of the 1952 law, the 
main fight between the DGB and the coalition parties centered 
around labor representation in the control bodies. The trade 
unions demanded full equality of representation of capital and 
labor, in order to assure full participation of labor in all major 
business policy decisions. And the unions wanted nomination 
of one-half of the labor representation by the trade-union federa- 
tion and the constituent unions, in order to’ assure a unified 
economic policy of the labor members. ‘Parity is not guaranteed 
by a fifty-fifty composition,” said Dr. Victor Agartz, the director 
of the Economic Institute of the DGB at the DGB convention in 
Cologne on September 23, 1951. “It presupposes a unified view 
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about economic democracy and the social order and about the 
public and private functions of enterprises.” 

The employers objected to parity on the grounds that it would 
cause outside interference in the affairs of the enterprise and 
would centralize economic control in the hands of the union 
leadership. ‘Though the control board does not as a rule take 
responsibility for management's day-by-day decisions, the German 
corporation law provides that the board may establish special 
categories of business operations that need the board’s consent. 
The board may formulate policies which management has to 
accept, and its right to appoint and remove the managers assures 
it a decisive influence on management decisions. 

Thus parity, in the employers’ opinion, might cripple manage- 
ment activities. The law establishes neither full equality of 
capital and labor, nor the possibility of unified labor direction. 
Labor representation on the control board is limited to one-third 
instead of one-half of the membership. Outsiders—that is, per- 
sons not on the employer’s payroll—are not eligible to vote or to 
make nominations. Labor delegates to the control board are 
elected by secret ballot of all employees who are entitled to vote 
for the councils, and proposals are made by the councils and large 
groups of employees. ‘Trade-union officials who are not employees 
of the enterprise are eligible candidates, but the unions doubt that 
they will be elected. Since two of the employee delegates must be 


employed in the enterprise, the employer can exclude outside 


trade-union officials by reducing the number of control-board 
members to six. 

The fact that unions have not been guaranteed an influence in 
the control board has aroused their fear of collusion between 
works councils and managements, Such company-mindedness 
might work against consumer interests and clash with union poli- 
cies. To mention only two of many possible conflicts:® profitabil- 

5 For other examples see Paul Fisher's study, Works Councils in Germany, Office 


of the United States High Commissioner for Germany (Frankfurt 1952), Visiting 
Expert Services, no. 18, p. 27. 
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ity of the enterprise, with higher wages for its workers, might 
become the works council’s goal instead of the DGB’s aims of 
social reforms; or the council might try to keep alive the sub- 
marginal producer whom the trade-union leadership would want 
to close down. The old fear of an authority competing with the 
union, of a works council obstructing union policy, which haunted 
the trade-union leadership in the revolution of 1918, is looming 
up again. 

Trade unions may, however, as in pre-Hitler times, exert an 
influence on works councils by offering various services, and 
prestige. They may give them legal assistance, urgently needed 
for presentation of grievances, and may train them for their tasks. 
They may treat all council members like union officials, as they 
did in the Weimar period, and may even elect them to union 
office. 

The law provides a few restrictions regarding the composition 
of the council. If only one or two delegates are to be elected, they 
must be employees of the undertaking (if two, one must be a 
manual, the other a white-collar worker). If more than half of the 
employees are women, one of the delegates must be female. 

Also in a third issue regarding representation the unions suf- 
fered a partial defeat. They had demanded that control bodies 
be formed for all large enterprises (those employing more than 
three hundred workers), irrespective of the form of enterprise, 
while the law restricts these bodies to enterprises which the 
corporation law requires to form control boards, that is, joint 
stock companies and certain mutual insurance companies. Com- 
panies with restricted liability and also mining corporations— 
provided they have more than five hundred employees—and 
economic cooperatives have been added. Exempt are family 
enterprises with fewer than five hundred employees, and political, 
trade-union, charity, educational, scientific, and similar under- 
takings. 

It was a last hope of the Socialists that their opposition views 
would be backed by the Bundesrat (composed of representatives 
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of the Lander). According to the opinion of its legal committee, 
the Bundesrat had to give its consent to the law: its consent is 
needed on all laws concerning administration of the Lander, and 
those parts of the Works Council Law dealing with civil and labor 
courts seemed to invoke this provision. If the two houses dis- 
agree, a conference committee has to be called to consider the bill 
jointly. The social committee of the Bundesrat had taken up 
several of the opposition proposals, such as the inclusion of public 
enterprises, common voting by manual and non-manual workers 
instead of group votes, and election of labor representatives on 
control boards by the works councils instead of by the rank and 
file. The labor secretaries of the Lander wanted the conference 
committee called, in order to achieve a compromise in the con- 
tested issues. This would have delayed the enactment for several 
months, because if the committee proposes an alteration the 
Bundestag must make a new decision. There was general surprise 
when the Bundesrat did not call the conference committee, even 
though there was a majority for three amendments, but confirmed 
the law as passed by the Bundestag. The Lander with Social 
Democratic majorities voted against it (Bremen, Hamburg, 
Niedersachsen, Hesse). 

Immediately after the enactment of the law the DGB protested 
against the rejection of some of its main demands concerning 
codetermination in personal and economic affairs and equal repre- 
sentation in the control boards. It was regarded as a shortcoming 
that the law does not cover public enterprises. The president of 
the DGB stated that the economic reorganization intended by the 
unions, which had hoped to use their influence for the mainte- 
nance of full employment and a redistribution of the national 
income, had been prevented. The DGB declared it would fight 
in the future with all legal means for the incorporation of its 
demands. ‘The employers’ associations declared they would 
loyally carry out the law, though many of their demands for 
changes had been rejected by the Bundestag. 

Rumors were spread in Germany that the American Federation 
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of Labor opposed codetermination, but in an official letter to the 
DGB the AFL confirmed its agreement with the 1951 statement 
of the International Confederation of Free Trade Unions, in 
which the latter congratulated trade unions on their success with 
codetermination. The AFL added that it does not demand code- 
termination for American workers, since the American unions can 
assert their claims successfully in collective agreements. 


III 


The union fight about the law revealed a remarkable identifica- 
tion of the DGB with the Social Democratic party. The declara- 
tion of the DGB that only those members of the Bundestag would 
be sponsored for reelection who backed the DGB program indi- 
cates that only the Social Democratic candidates will be sponsored 
by the unions. (Trade unionists who were members of the 
Christian Democratic party voted for the law.) This is surprising 
because the trade-union movement of the post-Hitler period is no 
longer a Socialist one. It is a unity movement, joined by the 
former Christian unions that were not reestablished. The move- 
ment is obliged, therefore, to preserve political neutrality. 

That the DGB can follow a policy so similar to that of the 
Socialist unions of the Weimar period suggests that even the 
Christian trade-union members have always been socialistic, and 
that only the anti-church attitude of the Socialists prevented the 
church-minded workers from joining the Socialist unions; thus 
they could unite after World War II, when the Social Democrats 
abandoned their fight against the churches, though the small 
group of former Christian unionists who follow clerical instruc- 
tion may have stayed out of the DGB unions. But a clear identi- 
fication of the DGB with the Social Democratic party may alienate 
the non-Socialists. ‘Therefore the formation of special Catholic 
unions, though without their prewar importance, is not quite 
impossible. 

Discussion of codetermination has revealed one remarkable 
change in German Socialism. Marxism seems to be on the way 
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out. In fighting for codetermination the Social Democratic party 
has accepted private ownership of the means of production, which 
before 1933 was the main target of attack. Private ownership was 
to be abolished not only in key industries but even in the smallest 
businesses. As late as the 1930's the present writer, as member of 
the Council of the City of Berlin, had to listen for hours to discus- 
sions about Social Democratic demands for nationalization of 
flower shops connected with the city’s cemeteries. Now “neutrali- 
zation of ownership” is the slogan. 

Labor has recognized from experience its lack of influence in 
the nationalized industries, the management of which it criticized 
as being capitalist-minded. Many bitter disputes were fought in 
these industries in the Weimar Republic. The nationalized pub- 
lic utilities were the best field for political agitators. The famous 
strike in the Berlin transportation industries, waged jointly by 
Nazis and Communists against the democratic government in the 
last free elections before Hitler's rise to power in November 1932, 
has not been forgotten. Public ownership in the Soviet zone has 
become a symbol of lies and exploitation. Therefore, although 
the struggle for nationalization has not been officially abandoned, 
not private ownership is the target, but private control. 

In recognizing the managerial revolution the German Socialists 
now try to achieve their aim of an equal distribution of wealth by 
participating to the highest possible degree in the control of indus- 
try. Codetermination has become the new creed. Gone, however, 
is the determinism which would see codetermination as the end 
of an inevitable development. ‘The social order to supplant 
capitalism is not a Marxist centrally directed marketless economy, 
but a corporate society with planning by chambers and other 
parl‘amentary bodies, in which capixal and labor share the respon- 
sibility equally. ‘The belief that the new law does not provide the 
basis for such reconstruction explains the Socialists’ feeling of 
defeat. Proof of the deep dissatisfaction of union members is the 
failure of the president of the DGB to be reelected to his office. In 
the convention following the enactment of the law he was dis- 
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placed by the president of the Metalworkers’ Union, who had 
shown great militancy in the fight for codetermination. 

With collaboration as an aim, another Marxist tenet, “class 
war,” has lost its appeal. As compared with the attitudes before 
1933, employers as well as unions have become more suave. The 
Nazi period, in which political power affected the workers’ and 
employers’ fate so much more than economic power, has left its 
mark. ‘There is less tension, less friction in labor-management 
relations. The former class adversaries are called “partners of 
production.” There has been little use of the most extreme 
weapon, the strike. The official DGB periodical, Welt der Arbeit, 
recurrently reports about good industrial relations in steel and 
mining enterprises in which codetermination has existed for some 
time. No such stories could be found in union papers during the 
Weimar period. 

Marxist shackles remain, however, in the overestimation of the 
importance of collective decisions, with disregard of the qualifica- 
tions that the complicated manoeuvring of business.may require. 
This blend of underestimation of managerial skill with the 
Marxist belief in the superior wisdom of the working class has 
led to an overemphasis on labor's rights and its need for protec- 
tion, and to a neglect of its responsibilities and obligations. 

No constructive thinking prepared a working plan for the new 
experiment. There was no such contribution from the employers, 
who, in opposition to any planning except by business alone, 
restricted themselves to defense. And the DGB, by demanding 
full codetermination in important managerial decisions and in 
economic agencies, intended to influence investments, to increase 
labor’s share in the national income, and to establish full employ- 
ment—but no plans had been worked out to solve the problems 
involved, such as how to stabilize employment and increase the 
national product at the same time. German trade unions do not 


experiment in individual enterprises as American unions are 


willing to do. 
Thus the defeat of its fight for full equality in determining the 
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policy of the enterprise may free the DGB from an untenable 
position. It intended to start an experiment on a national scale 
which could easily result in failure. Under its plan the layoffs 
and wage cuts that might become necessary in a depression could 
rouse the resentment of the rank and file not only against man- 
agement but against trade-union leadership. British labor’s expe- 
rience has demonstrated that it is impossible for the unions to 
represent labor's interests against management as well as to take 
full responsibility for management decisions. Nor can the criti- 
cism be ignored that labor’s interests are not identical with those 
of the nation, and that a common front may be established by the 
partners in production against the customer and against national 
welfare. 

Therefore a slower development, such as has been started with 
the new law, may be in the interest of organized labor. Experi- 
ences gained in the coal and steel industries may then be used for 
shaping a more sweeping program. And organized labor, which 
at present has not enough members experienced and qualified for 
managerial tasks, will have time to train more labor personnel for 
constructive participation in management work. 





WORKING CAPITAL AND OUTPUT 


BY JULIUS WYLER 


‘cow “structural model of production’”’ presented by Adolph 
Lowe’ is a fountainhead of possible elaborations in many direc- 
tions. In the present contribution one minor point of the model 
is taken up: the numerical relationship between working capital 
and output. This ratio is determined, first, from the logic of 
continuous production as a succession of inputs which add up to 
the final output value during a period of maturation, and second, 
from a special assumption concerning these successive inputs. Dr. 
Lowe, following Robertson’s example of the “sausage machine,” 
assumes equal successive inputs, and thus arrives at a ratio of 
one-half, both for the relation of working-capital stock to output 
in m, the period of maturation, and for the relation of the flow of 
working capital to output during p, a given period of production 
or observation (which may be equal to or greater or smaller than 
m). But this strictly linear approach, though constructively neces- 
sary for a pure and straightforward theoretical demonstration, is 
only the simplest among innumerable possible variants that may 
yield different numerical relationships between working capital 
(stock or flow) and output. Within the framework of a general- 
ized treatment some selected instances will here be discussed, 
substituting an intuitively intelligible presentation for refined 
mathematical formulations. 

The concept of continuous production has a technical and a 
value aspect. While natural resources are successively transformed 
and combined by labor and equipment until they are put out as 
finished commodities, value inputs of labor and capital services 
are successively imparted to them to form the ultimate output 
value. This process runs in an endless chain through time, and 


1 Adolph Lowe, “A Structural Model of Production,” in Social Research, vol. 19 
(June 1952) pp. 135-76, especially 152-53 and 175-76. 
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can be divided into any period of observation, but in the present 
analysis it is assumed to coincide with the period of maturation— 
the time required for a commodity to traverse the process of pro- 
duction from start to completion. This period is measured in 
conventional time units (months, weeks, days), which can be taken 
as abstract-arbitrary ‘‘stages” of production. Since production is 
a continuous flow, these stages can be thought of as integrated, 
infinitely small time-subdivisions; simultaneous inputs appear in 
each stage and its subdivisions, and no stage is empty at any 
moment of time. 

Each stage, with its subdivisions, is filled also with physical units 
of materials in various states of production. Though these inter- 
mediate products are “amorphous objects,”’ they can be considered 
“potential” finished commodities, and expressed in units of such 
commodities. But the number of the potential finished products 
has to be the same in all stages, for otherwise production is not 


continuous. 
This obvious premise makes it possible to determine the ratio 


of physical working capital to physical output. Paraphrasing 


Robertson’s description, in which this measurement is indeed 
implied,? we may reason along the following lines. It takes ten 
minutes for one commodity unit to pass through the process of 
production, and one commodity unit is turned out every minute. 
During this maturation period of ten one-minute stages ten fin- 
ished commodity units are put out, requiring altogether 100 
minutes of production time. On the average, however, one poten- 
tial commodity has been in the process for half a minute, a second 
for one and one-half minutes, and finally a tenth for nine and 
one-half minutes—adding up to 50 minutes of production time. 
Thus five potential physical commodity units remain in the 
process of production as a constant working-capital stock, and the 
ratio between physical working capital and output is always one- 


half. 
While the number of physical units—regarded as potential fin- 


2D. H. Robertson, Money (Cambridge, Eng. 1935) pp. 103-04. 
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ished outputs—is necessarily the same in all stages, this is not true 
of the stage input values. These reflect the density of the labor 
and capital that enter as production factors in each stage, which in 
turn is determined by the quantity, type, and quality of these 
factors. 

In one stage a large but low-paid labor force is combined with 
little fixed capital; in another, production engages relatively few, 
but highly qualified, workers; in still another, fixed capital 
replaces labor to a great extent. Just as the wage bill differs, the 
value of capital services differs, in accordance with the amount 
and lifetime of the capital, though of course equal inputs may 
appear in some stages. Thus real stages emerge, with distinctive 
technical-economic features and different lengths. The density 
of the factors of production is quite as much a technical datum 
as is the period of maturation, and the two together make up what 
we may call the configuration of production for each individual 
commodity. 

In Schedule 1, which shows the model of continuous produc- 
tion, the stage inputs can take any value. This schedule shows at 


a glance the essential characteristics of continuous production, 


SCHEDULE 1—Continuous Production During a 
Period of Maturation 














94 SOCIAL RESEARCH 


briefly described above. A period of maturation, m, is cut off 
from calendar time and divided into m finite stages of equal 
length. These stages signify stage-time elapsed as well as the order 
of stage succession: m, for instance, is the period of maturation 
and also the last stage of production. Stage inputs are variables, 
designated i,, with s standing for the successive stages of the period 
of maturation (1, 2,...m). The path of production proceeds 
diagonally upward through these successive stages; the schedule 
includes only one complete path, and this is indicated by under- 
scoring. Any interval of stage-time includes the inputs of all stage 
orders, as shown vertically in the schedule; these are the simul- 
taneous inputs. Under static conditions the successive inputs of 
any stage of the same order are of course of the same magnitude. 

The total output during the period of maturation could be 
shown graphically as a rectangle which has that period as base and 
the simultaneous variable stage inputs as height. This total out- 
put, O,,, can be expressed by formula 1. 


s&= @ 
Oo, = mi, 
§ == i 


Naturally, each stage input i, is the sum of the inputs in, say, n 
simultaneous and n successive finite subdivisions. If m is expressed 
in small time units, the subdivision inputs may be considered 
equal within each stage, and then the value of each subdivision 
- input is i,/n*. This assumption simplifies the measurement of 
the working-capital stock, to which we now turn. 

A constant stock of working capital, or of intermediate goods, 
remains in the process of production. In each stage the value of 
the working-capital stock equals the inputs i, cumulated from all 
previous stages plus the working capital created by the inputs in 
that stage itself. The aggregate of these stage working capitals 
makes up the total working capital in the system. If we assume 
equal inputs within each stage, the constant stock in the process 
of production can be depicted as shown in Schedule 2, in which 
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SCHEDULE 2—Stock of Working Capital 





om Working Capital in Each Stage as the Sum 
parece of the Column Values 
Stages . = 








1p,/2 
ig 
ip/2 i ig 


i,/2 iy i iy 





the working capital in each stage is to be found as the sum of the 
column values. From this schedule, formula 2 can be derived,* 
showing the value of the total working-capital stock W,,. 


sa ss =: m 


Wa = & (is) (m — s) + 1/2 31, 


$s 3 Sa 3 


That equal inputs lead to a ratio of one-half for the relation of 
working-capital stock to output has been shown by Robertson and 
Lowe, and this ratio is valid for the total output during a period 
of maturation as well as for output as the sum of the subdivision 
inputs in a single stage. The ratio can be seen immediately in 
Schedules 1 and 2, where the total inputs fill out the area of the 
rectangle, while the total working capital makes up the area of the 
lower triangle, if all inputs are equal. 

The stock of working capital was created in the distant past, 
when continuous production began. It equals the flow of work- 
ing capital generated by the first of the successive subdivision 
inputs during the initial period of maturation, or, in Lowe’s term, 
during the period of gestation. The fiow of working capital 


8In the first term of this equation each input is multiplied by the difference 
between the period of maturation and the stage-time elapsed; it follows that the 


product is zero when s equals m. 
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brought about by this first run of subdivision inputs, designated 
again as i,/n*, equals W,,. Subsequent runs of subdivision inputs 
do not give rise to any flow of working capital, for after the gesta- 
tion of production “every additional unit of input is matched by 
a unit of output” (Lowe, p. 152). Naturally, however, the gesta- 
tive flow of working capital is repeated during each period of 
maturation if the working capital enters the “super gross national 
product” from which it has to be reproduced (see Lowe, p. 176). 
During any period of observation (whether equal to or greater or 
smaller than m) this flow stands in a constant proportion to the 
aggregate product, while the permanent stock of working capital 
remains itself constant. 

Once the configuration of production is given for any com- 
modity, the ratio for the stock of working capital can be deter- 
mined and mathematically represented. But an irregular varia- 
tion of the stage inputs precludes any simple theoretical or mathe- 
matical formulation. Only regular sequences of stage inputs lend 
themselves to easy illustration, and in the following discussion 
three such examples are chosen. The first corresponds to Lowe’s 
and Robertson's linear approach: equal inputs in all stages. The 
second and the third are extreme variants, in which it is assumed 
that inputs either rise or fall in arithmetic progression (1, 2, 3 

.m, orm... 3, 2, 1). In these two cases a maximum stage 
input of 5 and constant inputs in the subdivisions of one stage are 
presupposed; but the calculus according to which the inputs vary 
within each stage in conformity with the arithmetic progression 
will be used for the derivation of the pertinent formula. 

Schedule 3 shows these three different cases for a period of 
maturation consisting of five stages—say, one month each. For 
easy comparison, total output during the period of maturation is 
made the same (75) in all three cases. Both output and the stock 
of working capital can be calculated by adapting the general 
formulas 1 and 2 above to the configurations of production 
assumed in these cases. 

The findings of this analysis can be summed up in the following 
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ScHEDULE 3—Numerical Illustrations 





Inputs and Successive 
Concur- Outputs During Time Interval of: Working 


rent Stage Stage Stage Stage Stage Stages Capital 
Stages 1 2 3 4 5 1-5 Stock 





CASE I: STAGE INPUTS CONSTANT 
15 15 ) 
3 3 3 
3 3 3 
3 3 $ 
3 5 3 
3 3 3 
CASE Il: STAGE INPUTS VARY IN ASCENDING ARITHMETIC PROGRESSION 


15 15 15 15 1h 75 27-5 
5 ! 25 12.5 


20 8.0 


4 
3 15 4-5 
2 ‘ 10 2.0 
1 


5 0.5 

CASE III: STAGE INPUTS VARY IN DESCENDING ARITHMETIC PROGRESSION 
Im} . . 15 15 75 47-5 
5 14-5 

13.0 

15 10.5 

20 7.0 

2.5 








figures for the percentage ratio of working capital to output dur- 
ing the period of maturation: case I, 50; case 11, 36.67; case UI, 
63.33. In fact, in the two latter cases the stock of working capital 
is measured as the cumulative inputs, which themselves change in 
arithmetic progression. The smaller these inputs are {case 11), or 
the larger they are (case 111), the longer they remain in the process 
of production. 

Whether we regard inputs as constant or as the sum of an 
arithmetic progression, total output and working capital during a 
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period of maturation (m) can also be calculated by way of integra- 
tion as a function of the stage-time, multiplying by a constant 
factor in each case. In Schedule 4 the integrated values of these 
functions are given, not the integrals themselves. 


SCHEDULE 4—Integrated Output and Working Capital 
(O,, and W,,) and Their Ratio (R) 





CASE I CASE Il CASE Ill 


: m? -- m ‘ m? + m 
1;;m = — 


2m? + 3m? . 4m* + gm? 
"i. + ee” ee 
2m + 3 4m + 3 
6m + 6 6m + 6 





In case 1 the constant stock of working capital can also be 
expressed in terms of the output (A) in any period of observation 
(p, which may be equal to or greater or smaller than m), in 


accordance with Lowe’s formula (p. 153): Wp = Am/ep. But 
A == p/m (i,m*), and therefore we again reach i, (m*/2), as shown 
in Schedule 4. For cases 1 and 11 the application of this formula 
yields slightly different values for working capital and for R (its 
ratio to output) from those derived from Schedule 3. Thus from 
Schedule 4 we obtain W,, and R values of 27.08 and 36.11 percent, 
respectively, for case 11, and 47.92 and 63.89 percent for case III. 
The reason for the slight difference is that in the numerical exam- 
ple the stock of working capital equals the area under a line rising 
discontinuously from stage to stage, while in accordance with the 
calculus this stock is the area under a parabola. 

The period of maturation, and with it the maximum stage 
input, can of course take any value. As m increases, output and 
working capital also increase, and their ratio changes accordingly. 
But when m tends toward infinity the ratio of working capital to 
output approaches the limits of one-third for case 1 and two-thirds 
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for case 11—though this mathematical operation has no economic 


significance. 

It will be noted that for our three selected cases the average 
ratio of working capital to output is one-half. But this result 
from arbitrarily chosen examples should not lead to a conclusion 
that the average of all configurations of production would approx- 
imate this value. The mathematician may analyze other variants, 
and can easily perfect this elementary treatment. More impor- 
tant, and also more difficult, is the empirical determination of the 
period of maturation, the stage inputs, and the working capital in 
reference to the individual commodities that make up the national 


product. 





THE SCOPE OF MANNHEIM’S THINKING 


MANNHEIM, Kar. Essays on the Sociology of Knowledge. New York: 
Oxford University Press. 1952. viii & 327 pp. $6. 


MANNHEIM, Kari. Freedom, Power and Democratic Planning. New 
York: Oxford University Press. 1950. xxiv & 384 pp. $5. 


As a result of the efforts of a group of Mannheim’s friends and 
former students, all of his controversial yet unfailingly challenging 
writings will gradually be made available to English and American 
readers. ‘Iwo recently published volumes represent a substantial 
beginning for this laudable undertaking. The collection of Essays on 
the Sociology of Knowledge (along with the essays made available in 
1936 in Ideology and Utopia) brings translations of all but three of 
Mannheim’s theoretical studies that were published in German before 
1933. Freedom, Power and Democratic Planning contains a nearly 
complete manuscript that was left, with other projects, to his spiritual 
heirs. The Essays are abundant with erudite arguments aiming at the 
establishment of a universal theory of history and society, while 
Freedom faces the manifold problems of practical social change over 
the whole range of economic and political alterations to the remaking 
of human personality. 

The possibility of reviewing these books together offers a unique 
opportunity to grasp from both ends at once, so to speak, the imposing 
scope of Mannheim’s thinking. The central position of Ideology and 
Utopia within his writings is thereby confirmed. It would be a mis- 
take, however, to assume that his previous essays were a systematic 
theoretical preparation for the later works, and that his later publica- 
tions are a mere application and concretization of the basic tenets of 
Ideology and Utopia. The latter’s importance for an understanding 
of Mannheim’s development springs rather from the fact that it 
represents a true crossing point of two basic intentions that governed 
his whole life work. One was “spiritual’” anc dominated his earlier 
efforts, aiming at a penetrating understanding of the position and 
destination of modern man in a society exposed to rapid changes. The 
second was “practical” and triumphed in his later writings, concerning 
active participation in these processes of change, and their conscious 
channeling according to desirable social aims. In Ideology and Utopia 
Mannheim attempted a radical synthesis of these interests; his aim 
was the postulation of a new “unity of theory and practice,” a task 
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that was previously formulated, but was seemingly tackled in vain, 
by Marx. 

The temporary convergence of these basic tendencies, and the 
subsequent diminishing of the initial “spiritual” interests, reflect a 
radical shift that was imposed upon Mannheim in the wake of Hitler's 
triumph. His essays before that event display all the marks of the 
spiritual tradition which led from the Hegelian trends of German 
idealism into the “materialistic” dialectics of Marxian historicism. 
Mannheim, however, was forced out of this climate of thinking into 
one which was in many ways its very opposite. His later books, 
including Freedom, were written in the temper and spirit of the 
pragmatic moderation characterizing British thinking. ‘Their ap- 
proaches and solutions are “indeed a far cry from his German period,” 
as the editors of the posthumous manuscript suggest. 

The break in Mannheim’s “style of thought” is remarkable, espe- 
cially since it was accompanied by no less far-reaching changes of 
intellectual interest. But if his astonishing reorientation is viewed in 
the light of his overall development, judgment about it is considerably 
tempered by two considerations: one concerning the particular work- 
ing of his mind, and the characteristic mode of his intellectual advance; 
and the other concerning his underlying motivations. 

To take the second point first, it can be said that there is an almost 


singular continuity of purpose between the considerations that led him 
to place the central focus of interest on controlled social change, in 
Ideology and Utopia (first published in Germany in 1929), and his 
writings in exile. Interpretations, approaches to particular areas, 
means considered, points of leverage suggested, were changed in a 
sometimes extreme manner, but the purpose of participating in social 
change was steadfastly maintained, and reinforced by a variety of new 


expediencies. 

As concerns the mode of Mannheim’s intellectual advance, several 
considerations should be borne in mind. He was a gifted thinker, 
often a brilliant one. But he was not a systematic philosopher dis- 
playing both the patience and the detachment for working out the 
implications of his basic tenets, step by step, and for securing them 
logically. His earlier theoretical forraulations probably sound more 
apodictic than he meant them to be. The whole period up to 1933 
shows him to have been a man who surged intellectually forward, 
experimenting restlessly with the probabilities of treating various 
problems of historicity from various angles, and almost constantly 
changing his substantive approaches. A few basic orientations 





102 SOCIAL RESEARCH 


remained; but characteristically the problems were posed, tentatively 
answered, partially left open, and subsequently relegated to the back- 
ground in favor of new ones. The Essays, read in succession, convey 
strongly this impression of intellectual experimentation with constant 
shift of both subject matter and theoretical treatment. 

This procedure may seem to entail an intellectual insecurity that 
might dismay a philosophically trained critic. But precisely because 
of this experimentation Mannheim managed to touch on an astonish- 
ing variety of sociological problems. His writings are fraught with 
relevant suggestions, many of them worthy of being followed up in 
serious investigation. 

Of interest, too, are Mannheim’s experimentations with conceptions 
that he took over from other thinkers and put to various uses. In his 
essays on “Weltanschauung” (1921-22) and “Historicism” (1924), for 
instance, he set forth some unique applications of the gestalt principle. 
In his paper on “The Problem of Generations” (1927) he made use 
of a less happy conception of the German art historian Pinder—that of 
“entelechy,” meaning here a kind of Zeitgeist particular to specific 
generations, as distinct from the “spirit” of others within the same 
cultural spheres. A highly interesting concept was taken over from 
Heidegger, in the essay on “Competition as a Cultural Phenomenon” 
(1928)—that of “public interpretation of reality.” Mannheim used 
this to establish a typology of “dominant patterns of interpretation” 
within particular societies, probably aiming at a specification and a 
further sociological elaboration of Scheler’s concept of the “relative 
natural aspect of the world.” 

As was pointed out above, Mannheim’s intellectual experimenta- 
tions, in his first period, were unified not so much by a logically flawless 
progression of thought as by a dominating spiritual purpose—that of 
an “essential” comprehension of man’s existence and “fate” within an 
accelerated social process seemingly pregnant with the elements of a 
new future. The principles of historicism, being themselves emergent 
elements of the process, represented unshakable guiding points for this 
undertaking. Yet they in turn had to be constantly reformulated and 
reinterpreted. Thus interpretative experimentation characterized the 
basic tenets of Mannheim’s outlook as much as his changing subject 
matter. 

In his doctoral dissertation of 1922 (not contained in the Essays) 
Mannheim adhered to the traditional view that both scientific asser- 
tions and conceptual systems are of “a-temporal validity.” Epistemology 
was viewed not as a self-contained discipline but as one dependent on 
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the “fundamental sciences” of logic, ontology, and psychology. Here a 
significant beginning of the devaluation of Kantian epistemology was 
made, which was pursued further in the 1921-22 essay “On the Inter- 
pretation of Weltanschauung,” centering around an interpretation of 
the meaning of “a-rational structures,” such as artistic creations, by 
means of a three-“dimensional” analysis: one “objective,” concen- 
trating on the product “as such”; the second “expressive,” working 
according to the subjective intent of its creator; and the third “docu- 
mentary,’ treating the structure as a “manifestation” of the “art 
motive,” the “Zeitgeist,” or the “Weltanschauung” of an_ historical 
epoch. This genuinely historicistic interpretation in the 1921-22 
€ssay was tempered, however, by an acceptance of nominalistic methods 
for certain purposes, by insistence on conceptualization as the only 
means of comprehending expressive and documentary meanings, and 
by the promotion of a “correctly understood positivism’ (see pp. 61, 
66, 70 of the Essays). While he insisted on supplanting “modern 
nominalism” by a “realism which recognizes universals (such as, for 
example, ‘spirit’), if only as methodologically warranted constructs” 
(p. 82), he did not as yet draw from this position any radically his- 
toricistic conclusions. 

But the essay of 1924 on “Historicism’’ expressed Mannheim’s full 
swing into the historicistic interpretation of society. Its core is an 
elaboration of a triadic scheme of social evolution: within the spheres 
of “psychic-cultural” phenomena the “spirit” of an epoch is grasped 
intuitively in its “gestalt”; within the rational spheres of social activi- 
ties a straight progression takes place, explained in terms of successive 
additions of a unitary system; and within the spheres of philosophical 
interpretations, or “mind” proper, the developmental pattern is dia- 
lectical, in the Hegelian sense. Closest to the “essence” of the his- 
torical process, obviously, is the “psychic-cultural” gestalt. Historicism 
itself is presented as the only adequate Weltanschauung left, after the 
disintegration of the mediaeval world picture and the self-destruction 
of the eighteenth-century Enlightenment, with its postulate of ultimate 
reason (p. 85). 

The inherent relativism of the historicistic position is declared to be 
non-existent: “‘psychic-cultural” cognition is “essential,” and its value 
standards have developed “organically out of the same historical 
process which they have to help interpret. There exists . .. a subtle 
bond between thought and reality—subject and object are here essen- 
tially identical” (p. 104). The “value standards exemplified by con- 
crete realizations” are derived theoretically “only because we have 
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already grasped them instinctively through our participation in the 
collective mind (Gesamtgeist) active in history” (pp. 131-32). Truth, 
then, is said to be existential; it means, in the interpretation of Paul 
Kecskemeti, the editor, “being in truth” rather than “speaking the 
truth” (Introduction, p. 31). Here epistemology has actually been 
replaced by historicism.? 

Mannheim’s discussion of Scheler followed, in 1925: “The Problem 
of a Sociology of Knowledge.” Historicism was now largely identified 
with the “focal discipline,” sociology of knowledge. Hegel's philoso- 
phy is mentioned as an essential historical stage of transition to the 
latter. Simultaneously Mannheim approached the Marxian position, 
by way of recognizing the “primacy of the social factor” and reinter- 
preting “world postulates” in terms of class position. The “historicist 
standpoint,” he said further, “eventually achieves an absoluteness of 
view, because in its final form it posits history itself as the Absolute” 
(p. 172). History is no longer a matter of interpretation of the past. 
Mannheim turned resolutely to “the emerging and the actual” 
(p. 165), and thus the idea of applying historicistic thought to the 
present took shape. 

In his 1927 essay on “The Problem of Generations’ Mannheim 
deepened his interpretation of ideologies in terms of class position. 
Here his main goal, however, was to explain the replacement of pre- 
dominant social outlooks, within identical strata, through the suc- 
cession of generations: thought is not merely “socially located,” but is 
also subject to “generation location.” ‘The “unattached” intellectuals 
were mentioned as spokesmen of the generations, but had as yet no 
“mission” of their own. In a way this essay foreshadows Mannheim’s 
pending appeal in Jdeology and Utopia: the latter was actually 
received, by certain groups of young academicians and students, as a 
kind of manifesto, that is to say, as the expression of their “generation 
spirit.” 

In the article of 1928 on “Competition as a Cultural Phenomenon” 
Mannheim tested his thesis of the “polarization” of ideologies and 
their possible synthesis. He insisted urgently on actual tasks, and on 
the “pragmatic” character of historicistic cognition. For the first time 
he suggested that intellectual movements should be interpreted directly 


1 But, as Kecskemeti comments, “epistemology takes its revenge in a subtle way: 
all later sociological analyses remain centered around an epistemological problem, 
that of the validity of ‘existentially’ or ‘sociologically’ determined knowledge” 
(p. 11). Mannheim remained entangled in these problems, without ever being able 
to extricate himself theoretically. 
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in political terms (p. 212), thus preparing the way for an appraisal of 
his sociology of knowledge as knowledge for the sake of social control. 

The sequence of these essays shows Mannheim driving toward the 
position expounded in Jdeology and Utopia. There his historicistic 
interpretation of present-day society, and of the precarious position 
of a modern generation of intellectuals, was brought to its most pro- 
nounced form, combined with a strong appeal for participation in the 
“praxis” of the ongoing social change. That book, permeated with an 
almost chiliastic expectation of an imminent social turn of highest 
revolutionary consequences, represents the climax of Mannheim’s 
experimentation with the historicistic approach.? 

Mannheim’s strong involvement with historicism cannot be called an 
altogether fortunate one. Kecskemeti, in his competent introduction 
to the Essays, points to the personal roots of this attachment: Mann- 
heim was a member of the “front generation” of the first World War. 
That generation, reared in a relatively calm period of mounting social 
prosperity, accompanied by a shallow ideology of “progress,” was 
exposed to the shocks of a brutal explosion of violence, disruption, and 
death. “It was reality itself, the very essence of man and society, which 
suddenly revealed itself in a completely new and terrible light. What 
nobody would have thought possible suddenly turned out to be real; 
what everyone had taken to be reality itself now stood revealed as an 
illusion” (p. 2). The world postulates from yesterday were destroyed, 
but a new “truth,” springing from the experiences of the war, was won. 
It must have had, for Me:nheim, the strength of a revelation, setting 
him on the trail of his intense intellectual explorations. 

An essential component of this new orientation was, if we follow 
Kecskemeti, the axiom of an “organic unity and the creative and 
progressive character of the historical process’; historicism, for Mann- 
heim, was “a progressive and human doctrine” (pp. 31-32). What he 
expected to be revealed in the near future was unquestionably for the 
benefit of mankind. Since he experienced, and judged, his present 
from the German vantage point, the “emergence” of fascism must 
have been a most disheartening blow to his highest convictions. His 
historicism disintegrated in much the same fashion in which the mili- 
tant Marxian creed of others went to pieces. 

This spiritual disappointment explains certain facets of his later 
position. First, it makes understandable the fact that, while continu- 


2A more thorough discussion of the content and implications of Ideology and 
Utopia may be found in my paper on “Mannheim’s Histori¢ism,” in Social Research, 


vol. 19, no. g (September 1952) pp. 300-21. 
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ing to use more or less significant but theoretically disconnected pieces 
of his earlier orientations, he dropped the all-pervading principle of 
historicism, with no theoretical attempt to explain his change of out- 
look. Second, it makes clear what has been, to me, a constant puzzle: 
that he never made any systematic attempt, so far as I know, to deal 
with the whole phenomenon of National Socialism, or to separate from 
the terrifying activism of the fascists his own tenets of political 
activism in concordance with the emerging social process. The third 
point, important for an evaluation of his posthumous manuscript, has 
been indicated by Kecskemeti: “Today we see that the existential 
definition of truth involves great dangers which were not apparent to 
the same degree when the framework of Mannheim’s theory was elabo- 
rated ... To us, it has been demonstrated since that pragmatically 
adequate (successful) response to historic reality, even if accompanied 
by a subjective feeling of ‘truth’ and of communion with the Absolute, 
can be profoundly negative and pernicious for man, so that a yardstick 
beyond history is in fact indispensable” (pp. 31-32). 

Mannheim, seemingly, came to the same conclusion. In his manu- 
script on Freedom, Power and Democratic Planning he voiced his 
distrust of a philosophy of relativism: through it, historicism itself is 
linked to the danger of nihilism (p. 307). Thus he now preferred to 
speak of “changing equilibrium” and “stability during change” 
(p. 308). But his actual solutions were based literally on a “yardstick 
beyond history.” He concerned himself with “certain unchanging 
aspects of the human mind” which “seem to indicate the need for a 
transcendental religious foundation of society” pp. 288-89). Conse- 
quently he proclaimed, as the central task in a time of transition, the 
reestablishment of spiritual security. Religion becomes the central 
means of integration “on a deeper plane” than that of mere social 
organization. “We now realize that a social order can only maintain 
itself satisfactorily on the basis of a sound statement of belief that 
performs in a new way the role of the old dogma” (p. 287). 

The guidance offered by “the Church” is indispensable, yet insuf- 
ficient; it has to “embody the sociological approach, in order that we 
may understand social change and its causes” (p. 3i2). This suggested 
alliance between church and sociology should result in a “dynamic 
religion” which, apart from spiritual tasks, has “three major functions 
in the social order”: first, “diagnosing society in transition’; second, 
“focussing attention on important issues”; and third, “integrating 
human conduct on the various levels of social life” (p. 313). On this 
note Mannheim’s manuscript broke off, leaving it to his followers to 
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ponder the meaning and significance of this final attempt at a 
dynamic program for the social and spiritual remaking of society. 

Mannheim’s concerns, as has been shown, shifted rather persistently 
in the direction of the practical aspects of overall social change. After 
1933 these ambitions superseded his former theoretical aspirations, and 
his own tendencies were strongly accelerated by his change of residence. 
But it is clear that he was “immanently” ready to swing from the mere 
political accentuation of change, as expressed in Ideology and Utopia, 
toward an emphasis on the educational remaking of “personality,” as is 
rather characteristic of his English period. This may be seen from his 
essay on “The Nature of Economic Ambition,” which was published 
in 1930, shortly after the German publication of Jdeologie und Utopie. 
Here he introduced new themes, beginning with a series of sociological 
considerations on education. Further, he treated problems of personal 
ambition in partially depth-psychological terms, and occupied himself 
significantly with questions of the “proper use” of leisure time—its 
use, for example, as a “means of overcoming the tensions inherent in 
the structure of a career” (Essays, p. 268). These and similar themes 
were to become crucial for his writings in exile. 

These writings, however, display also a very different intellectual 
temper. Having found refuge in a country that survived the hardships 
of the war only to see its traditional foundations shaken beyond 
restoration, he must have been deeply impressed by the practical and 
elastic approach of the British to the giant problems of social readap- 
tation. It was thus, I imagine, that he became a prophet of the “Third 
Way,” that is, a kind of “golden mean” between the apparently 
irreconcilable contradictions of conservative liberalism and totalitarian 
solutions, “muddling through” and radically planned change, com- 
petition and cooperation, individualism and psychological manipu- 
lation, freedom of thought and centralized political control. 

The manuscript on Freedom, Power and Democratic Planning steers 
with great skill through the manifold problems of the controversial 
social issues of contemporary British society. Always adept at inte- 
grating thought elements found from the most diversified sources, 
Mannheim fully utilized ideas and suggestions offered by numerous 
experts in many fields of social orientation and practice. He con- 
cerned himself not only with gradual yet perilous changes in political 
set-up and economic structure, but also with the whole complex of 
ideological and psychological adaptations to shifting social conditions, 
including the phenomena of mass anxieties, their alleged social causes, 
and ways of overcoming them. In positive terms he spoke about the 
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creation of opportunities, through educational and other psychological 
devices, for the development of a different personality type, represent- 
ing the “new man”: “social education should penetrate into ever- 
deeper levels of the Self” (p. 188). “Social education,” much enhanced 
by psychoanalytical insights, was to become a key discipline in the 
processes of social change; it “has to take stock of the educational 
impact of social patterns and arrangements and modify them to serve 
desired ends” (p. 198). Democracy has to regain “the clear concep- 
tion of the type of citizen it wants to create” (p. 199). 

Mannheim discussed at considerable length the lines along which 
this type was to be created. The patterns of democratic behavior were 
to be based on “integrative behavior,” a balance of competitive and 
collective traits, and on “responsibility,” leading to a disciplined free- 
dom. A “democratic personality,” then, would be “a socialized per- 
sonality who obeys the demands of the Super-Ego, but does not follow 
them so blindly that the individual cannot enter the path of creative 
living or deal with unforeseen situations” (p. 245). All this was to be 
based on what Mannheim called “a new science of human behavior,” 
through which, as the editors of the Freedom volume point out, he 
aimed at a “unity of diagnosis and therapy,” having “grown into the 
political and social strategist who tries to understand so that others 
may be able to act” (p. xii). 

The intention is laudable, and seems to be inherent in the inquiries 
of modern proponents of “political sociology” in general. In fact, 
Mannheim’s Freedom is as good a contribution to this discipline as 
any I am acquainted with. Yet it may be questionable whether the 
underlying political and social theories, in his case as well as in that of 
others, are sufficiently established to allow both diagnosis and therapy 
to be authoritatively and effectively developed and applied. Knowledge 
in these matters, in my opinion, is not advanced enough to make it 
possible to diagnose correctly the total situation in any one country, 
and to recommend therapeutic measures likely to lead to the desired 
large-scale effects, without inducing unanticipated and perhaps highly 
undesirable consequences. And this leaves aside a second crucial 
problem—that of whether the “English way” of party rule and 
parliamentary system would provide a satisfactory answer to the 
question of who controls the controllers of the processes of change. 

Mannheim's Freedom, as I see it, is of the nature of a spirited 
exploration, with well reasoned suggestions. It is full of “food for 
thought,” as he himself liked to express it. His “therapeutic” solutions, 
on the other hand, should not be deprived of their tentative character. 
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He occasionally offers whole batteries of recommendations that could 
serve as planks within the social program of a political party. They 
comprise statements concerning wider goals, more immediate objec- 
tives, and declarations of intent whose modification, in the process of 
political action, should be taken for granted. 

This, I may add, agrees well with Mannheim’s own declaration of 
the function of social theory, which he saw as “only a higher elabora- 
tion of the dynamic purposes behind an endless series of experiments 
designed to help man in his practical life toward new patterns of 
action” (p. 237). Regarded as experimental suggestions, the thoughts 
elaborated in Freedom, Power and Democratic Planning are relevant 
contributions to a social discussion that is in full swing within British 
society, but in many respects they may be of significance also for an 


appraisal of trends and tasks in the United States. 
HELMuT R. WAGNER 
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DIEBOLD, WILLIAM, JR. Trade and Payments in Western Europe: 
A Study in Economic Cooperation, 1947-51. [Published for the Coun- 
cil on Foreign Relations.| New York: Harper. 1952. xvii & 488 pp. 


$5. 


The crucial problem of Western Europe is not armament, however 
important that is, but the restoration of economic health. If the 
economy of the free states remains flat, or takes a turn for the worse, 
the Russian influence will advance, whatever the United States may do. 

No country of Western Europe is economically self-sufficient. All 
require imports of raw materials, foodstuffs, machinery of types not 
produced at home in sufficient volume. All must export to pay for 
imports. And while an essential part of the imports must come from 
overseas, the greater volume of trade is or should be intra-European, 
as it was before the world wars shattered the European economic 
fabric. 

Trade can thrive only if reliable means of payment are available. 
With all continental Europe—except Switzerland and Belgium—af- 
flicted with fluctuating currencies, the only secure trade between 
nations must take the form of barter. But barter trade can’t go far. 
In a group of countries of varying resources and industrial develop- 
ment, most trade would naturally be multilateral. Denmark may 
need tractors from England. She has to pay for them with butter. 
But British austerity may ban Danish butter. Then the butter will 
have to be sent to France, to be paid for in francs. But francs are 
not acceptable in England, nor can they be translated into luxury 
goods that France is prepared to export, for British austerity, again, 
bans French luxury goods. A trickle of trade does indeed get 
through this political and monetary gravel. But it is only a trickle, 
where what is needed is a broad, rich stream. 

While we in America please ourselves with the notion that the one 
issue of interest is the conflict between Russia and America, all Western 
Europe is preoccupied with the problems of the European economy. 
The statesmen of Europe have tried one device after another to 
facilitate trade—payment unions, customs unions, fancy methods of 
stimulating three-cornered trade; and from holy Ireland comes the 
proposal to cancel all foreign credits at stated intervals. Our own 
towering statesman, General Marshall, with his Plan, achieved sig- 
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nificant progress toward a functioning European economy. But the 
potency of the Marshall Plan is ravelling out. 

Down to the present the merely enlightened American could form 
only the vaguest idea of what the European statesmen were trying 
to do with their tangled web. But now we have Dr. Diebold’s book, 
which gives us exactly what we need for a rational judgment on 
European economy. The book is a monument of patient scholar- 
ship. It is so good a book, one dislikes to venture a word of adverse 
criticism. But here it is. The book suffers from having too modest 
an author. 

It is wonderful to have a chart of authenticated fact thrown on the 
screen before you. Maybe you get the meaning and maybe you don't. 
You would get the meaning if the maker of the chart stood by with a 
pointer and said, “This means a little, this means more, but this means 
everything, life and death.” Dr. Diebold gives us the charts, beautiful 
ones we should be able to read, but maybe we aren’t. He doesn’t 
stand by with the pointer. 

Dr. Diebold thinks his book is boring. Well, I have seen a pres- 
entation copy of Arthur Young’s Travels in France, from around the 
1790's. Arthur Young apologized on the fly leaf for being so boring. 
But nobody today deserves a doctorate in economic history who does 
not know and love modest Arthur Young. 

I will venture a prediction. One hundred and fifty years from now 
no one will get a doctor’s degree in economic history unless he knows 


and cherishes William Diebold, Jr. 
ALVIN JOHNSON 


COLE, G. D. H. Essays in Social Theory. New York: Macmillan 
(distributed by St. Martin’s Press). 1951. 252 pp. $3. 

“The attempt to be realistically amoral is nonsensical. A man can- 
not be realistic in political or social matters except in relation to an 
end, and that end cannot be devoid of moral content. . . . The cant 
which suggests that one can set out to be ‘scientific’ instead of being 
moral is based on sheer muddled thinking . . . the realm of science 
is that of means, not of ends. Ends are essentially moral . . . about 
means one may at any time be wrong. But I am not wrong about 
the ends I have laid down as good. They are good, in a thor- 
oughly and finally objective sense. They are good, not merely for us, 
at the present point in historical development, and not merely in re- 
lation to the particular pattern of living which our civilization has 
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worked out. They are good altogether and for good, from the moment 
of their conception in any man’s mind” (pp. 249-50). 

This passage from the concluding chapter of Professor Cole’s book 
is quoted here because it very clearly states not only his own 


opinion but a revolutionary tendency in social philosophy today. 
Here is another frontal attack on what used to be fashionably called 
“ethical relativism.” A similar approach, although stated more care- 
fully and in more general terms, has been indicated by M. Ginsberg: 
“The moral judgment itself is far from simple, and I can see no 
ground for assuming that it is not susceptible of investigation by 
rational methods, whether such investigation be called scientific or 
not” (Reason and Unreason in Society, London 1947, p. 128). 

The notion that moral values vary with different cultures and ages, 
and that there is no objective criterion of morality, has been an al- 
most undisputed commonplace for several decades. And the issue 
has been not merely theoretical or academic; it has permeated public 
opinion, and probably deeply influenced certain anti-moral social 
trends, such as those imbuing Fascism and Nazism. From the premise 
that morality is “relative,” the conclusion was drawn that every ac- 
cepted rule of moral conduct may be disregarded and cast away. This 
chauvinistic speculation (whether of the Nazis, the Fascists, or less 
extreme fanaticists) was not followed to its final logical conclusion, 
that is, a thorough-going moral nihilism: the chauvinists cast away 
the accepted standards of morality, but attributed value to their own 
nationalistic and racial myths. But notwithstanding this incon- 
sistency, the shocking abuse of minimal ethical standards—one need 
only recollect the Nazi atrocities—seems to have been, partly at least, 
an outcome of that prevalent notion of “moral relativism.” 

It is therefore not merely of theoretical interest to stress the new 
trends as exemplified by Professor Cole, and it is at least as important 
to see the social significance of this renaissance of moral sincerity. 
Cole’s basic attitude is not only true; it is in practice useful for the 
moral regeneration of disillusioned post-Hitler humanity. 

It would be a mistake to conclude from what has been stated above 
that Cole is a moral philosopher. He states his ethical credo rather 
peremptorily, and does not analyze it philosophically. His interest 
lies not within the domain of theoretical morality (or “practical” 
philosophy, as it used to be called), but in the no-man’s-land between 
ethics and sociology. His purpose is critically to examine social in- 
stitutions and various forms of social organization, in order to suggest 
improvement and amelioration of existing conditions. Sociological 
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facts are brought into relation with normative demands, and practical 
solutions are suggested. What is and what ought to be are operation- 
ally intermingled, although conceptually clearly distinguished. It is 
interesting to compare M. Ginsberg’s formulation: “. . . the study of 
fact and the study of values should be kept distinct; though in a 
final synthesis the two types of inquiry must be brought together. 
Confusion is likely to arise if their distinctness is not recognized, but 
also if they never meet at all. A complete study of human life thus 
involves a synthesis, but not a fusion, of social science and social 
philosophy” (Sociology, London 1934, p. 37). 

Cole’s approach to his subject is professional, even technical. He 
likes to call it “social and political theory” (theory, as opposed to 
either philosophy or science), but it could almost be named “tech- 
nology of social betterment.” His detailed and practical approach to 
the problem of “Reform in the Civil Service” (Chapter xv), to give an 
example, is almost a blueprint of an engineer, a social engineer, if one 
may be permitted the expression. 

The book deals, in its own peculiar way, with some of the major 
issues of our era, such as nationality, individualism, democracy, edu- 
cation. There are a number of essays which do not fall within the 
category of theory of social improvement, in the narrower sense of 
the phrase, but elucidate subjects of historical interest, such as 
“Rousseau’s Political Theory,” “Auguste Comte,” “The Communist 
Manifesto of 1848." Even here, however, one feels the practical im- 
plications of Professor Cole’s critical inquiries; apparently the interest 
of the inquirer is not merely theoretical, but has a strong flavor of 
“applied” social theory. 

Cole declares himself a socialist. His socialism, however, is not 
to be confounded with the Marxian system. In the first place, he 
establishes his theory uot on a deterministic conception of historical 
changes which can be formulated in “scientific” laws, but on man’s 
free will: “I assume that men enjoy free will, in the sense that 
their history is not predestined, but made by their own ways of han- 
dling the opportunities presented to them in each generation. . . . 
I assume that the world may get better or worse, as men by their 
wisdom or stupidity make it better or worse” (p. 248). Thus the 
assumption of free will supplements Cole’s ethical approach, turning it 
from a theoretical notion into a practical drive of free human beings. 
The combination of free will with a belief in objective morality makes 
for the dynamic element in Cole’s approach; he is really able to suggest 
social improvement and demand political reforms only if there is a 
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real difference between good and bad, and only if men are capable of 
changing their conduct volitionally. Of course, de facto Marxian 
practice is no less dynamic, but this is hardly consistent with the de- 
terministic and amoral (so-called “scientific”’) theoretical premises of 
dialectical materialism. 

And in the second place, Cole’s socialism is not placed on the top 
of the pyramid of his outlook, but is subservient to individualistic and 
liberal ideals. His own statement is clear and unambiguous: “I for 
one am not the less individualist in my outlook for being a Socialist: 
indeed I regard Socialism, not as an end, but as a means to the en- 
largement of individual capacities and liberties. . . . For, let me re- 
peat, the great faith of our Western civilization is that men and 
women matter, that their happiness and well-being matter, and that 
in the final resort nothing else matters—not States, or classes, or any 
abstractions or collective entities, but simply and solely the indi- 
vidual sentient beings of whom such entities are made up” (p. 156). 

If liberty and equality are fundamentals in Cole’s outlook, he no 
less stresses fraternity. Indeed, an emphasis on human brotherhood, 
which runs across several essays in the present book, is one of Cole’s 
original contributions to the social thought of our times, when most 
people are satisfied in disputing the desirable relation between liberty 
and equality. The intimacy of inter-human relations in small social 
groups and communities—whether neighborhood relations, air-raid 
shelter contacts, or factory workshop meetings—is regarded by Cole 
as the desirable cornerstone of the large social structures of our era. 
His interpretation of Aristotle’s dictum that man is a political (or 
social) animal seems to be that man is a small-community animal and, 
if required to build huge social constructions, cannot successfully do 
so unless the local communal basis remains intact. This aspect of 
Cole's theory is possibly exaggerated, but it assuredly deserves the 


most serious attention, and further inquiry. 
M. RosHWALD 


Hebrew University, Jerusalem 


MANNING, CLARENCE A. The Forgotten Republics. New York: 
Philosophical Library. 1952. xii & 264 pp. $2.75. 

This book is about Estonia, Latvia, and Lithuania. The lesson of 
their history is the unending struggle between fatality and freedom, 
between overwhelming forces of empires clashing over their heads and 
their own genuine vitality, which seems to flower most after the cruel- 
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est suppression. The political problem is, of course, to save them from 
these recurring ordeals. 

Let us glance at the historical lesson first. Before German influence 
became paramount, almost yearly bands of Vikings are reported to 
have moved over the Varangian road to the Black Sea. By the end 
of the tenth century pressure from the southeast was exerted by the 
Polish kings of the Piast dynasty. while from the east the Kievan 
princes tried to secure control of the rivers leading to the Baltic, the 
northern half of the Varangian road. But the feud between the 
Grand Princes of Kiev and Suzdal-Moscow weakened very decidedly 
the eastern threat. Into the vacuum thus created, German interests 
pushed ahead, trading, crusading, and conquering. By 1250 the 
Germans, operating through the Bishop of Riga, the Teutonic Order, 
and the Order of the Sword, had reduced to feudal submission the 
Baltic countries with the exception of Lithuania. The latter was 
saved by her impenetrable forests and by the northward push of the 
conquerors, who were interested in securing the traditional trading 
route to Novgorod. The marriage of the Lithuanian prince to the 
daughter of the King of Hungary and Poland united Lithuania with 
Poland, paving the way toward the decisive victory at Tannenberg 
over the Teutonic Order, which then lost its sovereignty and, in 1466, 
became a vassal of the King of Poland. Thus Lithuania escaped 
German domination and was Polonized instead. 


The new menace was Moscow, after Ivan ut had freed it from the 
Tartars and married a member of the last imperial family of Con- 
stantinople. After Novgorod was conquered in 1471, trading was 


solely on Muscovite terms. The logical answer to the menace would 
have been an alliance between the intermarried Swedish and Polish 
dynasties. But only the Lutheran Baltic profited by the Swedish 
domination, which founded, in 1632, the Academia Gustaviana in 
Tartu (Dorpat), initiated a significant land reform, and, in 1681, 
passed a decree freeing the peasants from serfdom. The battle of 
Poltava (1709) destroyed the Swedish empire, and by the treaty of 
Nystadt (1721) Sweden relinquished the Lutheran Baltic to Russia. 
Now the German landowners received back all they had lost through 
the Swedish efforts to abolish serfdom. The two partitions of Poland 
(1768, 1793) brought most of Lithuania too under Russian rule. While 
Poland was favored, Lithuania was neglected by Napoleon, as well as 
by the Congress of Vienna, and finally Russia linked her administra- 
tively to the other Baltic provinces. Under this pressure, national 
awakening started when the Catholic Church made its appeal to the 





116 SOCIAL RESEARCH 


Lithuanian peasants (instead of to the Polonized gentry) and the 
Lutheran Church found its way to the Estonian and Latvian peasantry 
(instead of to their German landlords). By the end of the nineteenth 
century, and only then, Latvians outnumbered Germans in Riga, and 
Estonians came to form a majority of the population of Tallinn. 

After independence was won in 1918, the cruel law of Baltic history 
asserted itself again and again: Incidit in Scyllam qui vult evitare 
Charybdim. Thus we find national leaders proclaiming independence 
whenever the departure of one enemy occupant left them a single day 
to do so before the arrival of the next one (for example in Tallinn on 
February 24, 1918, and September 22, 1944, and in Kaunas on June 23, 
1941). We see the leaders fleeing with the Germans when Riga was 
captured by the Bolsheviks in January 1919, secking refuge on a 
British warship at the advent of von der Goltz, and again restored on 
July 6. We find Vilnius (Wilno, Vilna) captured by the Bolsheviks 
on January 2, 1919, by the Poles on April 19, recaptured and returned 
to Lithuania by the Bolsheviks on July 12, and finally seized by the 
Poles on October 9g. This Vilnius question was a sore wound that 
poisoned neighborly relations and proved that all was not well with 
the French-inspired Eastern European policy. After a brief, bright 
period of democratic constitutions, a remarkably sound land reform, 
and exemplary treatment of the minorities, first antiparliamentary 
reaction and then the old specter of the German and Russian menace 
reappeared. 

The leaders of the slightly authoritarian regimes—incidentally, the 
same men who fought out independence—are defended by the author, 
who is perhaps under a slight bias in favor of the rural as distinguished 
from the urban population, by being likened to the old Roman rather 
than to the new fascist dictators. In 1944 Pats and Ulmanis were 
deported, and vanished without a trace in the Soviet Union; only 
Smetona escaped. ‘The author recognizes the heroic resistance of 
Poles and Finns in 1939. Perhaps their feeling of being “forgotten” 
in the loss of their independence is colored by some remorse that the 
Roman spirit of resistance was occasionally paralyzed. There is every 
excuse for this in their case; and moreover, history does not uniformly 
reward those who resist, even when they are hoping against hope. Yet 
there is a feeling that independence is lost in a deeper sense when in 
the hour of greatest peril it is not, even desperately, vindicated. 

The Baltic peoples recovered the spirit of resistance under the Nazi 
occupation. Their underground joined forces later, under the second 
Soviet occupation, with Byelorussian and Ukrainian insurgents who 
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are still keeping up their struggle, especially in the Carpathian 
mountains. 

The experience of the Baltic peoples, recorded with clarity in this 
book, will be invaluable when the hour of liberation strikes. Among 
the various victimized peoples they know best how to resist Muscovite 
oppression from within, instead of from without. Instead of com- 
plaining against all the world outside, and yet looking to it exclusively 
for help, the Baltic peoples will be saved by their own unique con- 
tribution when the time is ripe for a worldwide pattern of liberation. 
Their political problem will be solved within the framework of Euro- 
pean federation, general or regional. This alone can save them from 


the nightmarish inheritance of their history. 
BARNA HorvATH 


ON ARISTOTLE’S LEGAL ‘THEORY 


Author's Rejoinder 


In the December 1952 issue of Social Research (vol. 19, no. 4, pp. 512- 
17) Professor Kurt von Fritz, head of the Department of Classics of 


Columbia University, reviewed my book entitled Morals and Law: 
The Growth of Aristotle’s Legal Theory (Yale University Press, 1951). 
Professor von Fritz is a renowned, highly competent, and conscientious 
classical scholar. His innate sense of fairness manifested itselt in the 
fact that he concluded his review by adopting Dr. Huntington Cairns’ 
verdict, in the foreword, that the work is an important addition to a 
neglected field, and performs a substantial service for American legal 
thought. In addition, Professor von Fritz particularly stressed the 
value of Chapter I and the continuation of its argument in Chapter II 
as regards Aristotle’s theory of culpability. He also conceded that the 
“Summary” and “Conclusion” chapters “give an impressive picture of 
Aristotle's importance for the development of legal thought.” All this 
in spite of the fact that Professor von Fritz is an unflinching adherent 
and staunch defender of Professor W. Jaeger’s views on Aristotle with 
which I take issue. 

His admiration for Jaeger is clearly manifest in the admirable trans- 
lation, with introduction and notes, which he and Professor Kapp have 
made of Aristotle's “Constitution of Athens and Related Texts” (New 





118 SOCIAL RESEARCH 


York 1950). In that book (p. 53) Professor von Fritz unconditionally 
endorses Jaeger’s “new order’ of the eight books of the Politics, as set 
forth in Jaeger’s Aristoteles (Berlin 1923, pp. 271 ff.), rejecting subse- 
quent refutations of Jaeger’s theory as “not convincing.” But he does 


not mention that in 1946, after Professor von Arnim’s refutation of 
that order, Sir Ernest Barker, who is certainly one of the greatest living 
authorities in political science and a competent classical scholar, in his 
translation, with introduction, of Aristotle’s Politics (pp. xli-xlvi), had 
discarded Jaeger’s new order and restored the transmitted sequence 


of the eight books. 

From these facts it can be seen that Professor von Fritz, in discussing 
my book—which rejects Jaeger’s theory that the Magna Moralia (MM) 
was “the work of a Peripatetic who did not live before the scholarchate 
of Theophrast,” and presents material to show that it was, on the 
contrary, the earliest of Aristotle’s three ethical treatises, the other two 
being the Eudemian Ethics (EE) and the Nicomachean Ethics (NE)— 
was struggling with his inveterate belief in the correctness of Jaeger’s 
theory. Nevertheless he arrived at the conclusion (p. 515) that at least 
in his review he could not demonstrate that my thesis is wrong, and he 
also admitted (p. 514) that Jaeger’s formulation was not perfect (this 
refers to Jaeger’s contention that the MM “was an extract from the two 
other ethical works of Aristotle written by a peripatetic who wished to 
write a short manual for his lectures’). 

Professor von Fritz’s arguments in favor of Jaeger and against my 
mode of argumentation call for a reply, in order that the reader may 
realize how my line of reasoning was misunderstood or misinterpreted 
in his review. 

Even in the preface to my book (p. xv) I stressed the necessity of 
making ample use of literal quotations from Aristotle. Accordingly I 
presented the reader with translations of all relevant passages from 
Aristotle’s works that had a bearing on the subject under discussion, 
and gave many of them also in Greek, in order that the reader could 
judge from the original wording whether my conclusions drawn from 
those passages were justified. In addition I began every section with a 
synoptic and detailed tabulation of the treatment of the topics in 
each of the ethical treatises. And finally, I concluded the argument of 
every relevant question at issue with a comprehensive summary of the 
results reached. So I certainly took no chances. 

In spite of all this work, a product of twelve years’ general research 
and two years’ special research, Professor von Fritz took the position 
that he could not demonstrate that my thesis was wrong without 
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having checked every one of my arguments. He remarked too that 
even an acceptance of my solution of the MM problem would not 
appear to contribute very much that was essential for my main sub- 
ject. It seems to me, therefore, that the reader must be given an 
opportunity to judge for himself whether the relation of MM to NE 
does not constitute the most essential and illuminating consideration 
regarding the growth of legal theory in general, and Aristotle’s legal 
theory in particular. In here presenting my case I follow the organiza- 
tion of material as presented in my three “main chapters,” and it is 
to these that the page references apply. 

First, regarding “Voluntary Action and Choice” (theory of culpabil- 
ity). As concerns the problem of compulsion (duress), MM makes a 
distinction between bia and andngke, that is, between physical over- 
powering (vis absoluta) and compulsion by threats (psychological com- 
pulsion, or vis compulsiva), but EE and NE abandon this terminolog- 
ical distinction, which belonged to the time of the Sophists (pp. 18-22, 
also 13),1 and also lay the foundation for our modern concept of 
duress. As concerns the problem of ignorance, MM gives only a faint 
hint at culpable negligence, whereas NE (based on the advanced 
results of EE) provides a definition of culpable negligence which is 
still valid (pp. 23-26, 29-30, also 13). And as concerns the problem 
of choice (act of premeditation), MM tries a lengthy definition in two 
separate sentences, whereas EE and NE succeed in defining it in five 
words (p. 27). Finally, in the section on justice NE uses the technical 
terms atychema, hamartema, adikema (accidental wrong, negligent 
wrong, wilful wrong), whereas MM does not know these terms, in 
spite of the fact that the Rhetorica ad Alexandrum had already used 
them, and the peripatetic playwright Menander mentions them even in 
poetry (pp. 67-73, also 36). 

Second, regarding “Law and Justice.” MM posits only two func- 
tions of justice, that is, proportional justice subdivided into distribu- 
tive justice and reciprocity. But NE posits three functions of justice— 
distribution, redress, and reciprocation—and uses for them technical 
terms of which those for distributive and corrective justice are not 
mentioned in MM (pp. 41-56, also 34-35). MM still regards natural 
law and justice as outside of political justice (positive or domestic 
law), whereas NE plainly declares natural justice to be an integral 
part of political justice or positive law (pp. 61-63, also 36) —a fact that 

1 See also Hermann Diels, Die Fragmente der Vorsokratiker, 5th ed. by Walther 


Kranz (Berlin 1934-37) vol. 2, 82 B 12 (p. 291),/82 B 20 (p. 294), and 87 E 44.2 
(pp. 346-47); Walther Kranz, Vorsokratische Denker (Berlin 1939) pp. 170-71. 
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caused Professor Edmond Cahn to remark, in the Harvard Law Review 
(December 1951, p. 364): “Dr. Hamburger very effectively shows how 
much more sophisticated Aristotle was on the subject than some of his 
(and Thomas Aquinas's) remote epigoni. To see natural justice as a 
part of political justice .. . opened up visions of wisdom.” 

Furthermore, MM deals with equity (epieikeia) not in the chapter 
on justice but at the beginning of Book II, along with such virtues as 
good counsel and self-control, thus proving that, in harmony with 
Plato, it still regarded equity as something outside the sphere of law 
and justice proper; but NE makes equity an integral pavt of and a 
complement to law and justice proper. To Aristotle’s lasting achieve- 
ment in elucidating the essence of equity and fairness I have devoted 
over twenty pages of my book (pp. 89-110). And yet Professor von 
Fritz only refers to an incidental quotation from Aristophanes’ 
Clouds, and even complains that I did not disclose where the passage 
can be found, although I did indeed do so (p. gz, note 4). Still more 
surprising is his warning against an arbitrary use of equity, without 
any reference to my claborate argument (pp. 163-05), in which I 
quoted the passages wherein Aristotle recommended narrowly con- 
strued laws and regarded equity only as remedy against the insuf- 
ficiency of the letter of the law—passages showing, as I expressly 
stressed, that he was a legal conformist who rejected any arbitrary 
handling of the law. 

Third, regarding “Philia” (social sympathy or civic friendship). In 
its last section MM merely indicates the interrelation of friendship and 
justice in a few sentences, and does not at all embark on a detailed 
‘investigation. But EE devotes three chapters, and NE nine chapters, 
to this problem, culminating in NE’s dissertation on the parallelism of 
family relations and state forms, the investigation into the essence of 
contractual relations (from status to contract), and the anticipation of 
Panaetius’ basic doctrine of duties (pp. 130-51, also 114-16, 122). 

In view of these facts—all documented by reproduction of the pas- 
sages under discussion—it is difficult to understand how Professor von 
Fritz could maintain that my solution of MM would not contribute 
much that is essential for my main subject, that is, the growth of 
Aristotle’s legal theory in particular and of legal theory in general. 
So, with all respect for Professor von Fritz’s and Professor Jaeger’s 
renowned scholarship, I can only conclude with the latinized and 
proverbial version of Aristotle’s approach to Plato: amicus Plato, sed 


magis amica veritas. 
Max HAMBURGER 
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